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ABSTRACT 

Text of a Congressional hearing held in Tucson, 
Arizona, to examine health care and the diagnostic related group 
(DRG) system is presented in this document. Opening statements are 
delivered by Representatives Kolbe and McCain. Witnesses testifying 
include: (1) two older Arizona residents who had experienced problems 
related to diagnostic related group rules; (2) Otto F. Dworsky, 
president, Arizona Federation of Chapters, National Association of 
Retired Federal Employees; (3) Frances Smith, member of American 
Association of Retired Persons; (4) Robert D. O'Connor, regional 
administrator, Health Care Financing Administration; (5) Theodore H. 
Koff , director Lonq-Term Gerontology Center, University of Arizona 
Medical Center; (6) Donn Duncan, practicing physician, State of 
Arizona; (7) Lawrence Shapiro, Peer Review Organization, State of 
Arizona; (8) Gary Henderson, president, Arizona State Medical 
Association; (9) Tom Plantz, chairman, Board of Directors, Arizona 
Hospital Association; (10) Robin A. Klaehn, regional administrator 
for Medical Personnel Pool in Arizona; (11) Stewart Grabel, director, 
Cochise Aging Services; and (12) Kathleen Heard, director, Area 
Agency on Aging, Southeastern Arizona Governments Organization. Short 
remarks by 13 audience participants are also include^. (ABL) 
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IMPACT OF THE DRG SYSTEM IN ARIZONA 



SATURDAY, SEPTEMBER 14, 1985 

House of Representatives, 
Select Committee on Aging, 
Subcommittee on Health and Long-Term Care, 

Tucson, AZ. 

The subcommittee met, pursuant to notice, at 9:40 a.m., in the 
auditorium of St. Joseph's Hospital, 350 North Wilmot Street, 
Tucson, AZ, Hon. Jim Kolbe (acting chairman of the subcommittee) 
presiding. 

Members present: Representatives Kolbe and McCain. 

Staff present: Paul Schlegel, minority staff director of the Select 
Committee on Aging; Lome Craner, staff assistant to Representa- 
tive Kolbe. 

OPENING STATEMENT OF REPRESENTATIVE JIM KOLBE 
Mr. Kolbe. Call the meeting to order. 

This is a meeting of the Subcommittee on Health and Long-Term 
Care. 

Let me begin by thanking all of you who are here. We are de- 
lighted, as I said a moment ago, to have such excellent attendance 
this morning. And I think it s an indication of the great interest 
that we have in this issue. I would apologize for those that are not 
able to sit in this room, but very pleased that St. Joseph's has been 
able to make alternate arrangements so that everybody can listen 
to and watch the proceedings from the cafeteria on the monitors. 

I want to pay special thanks to St. Joseph's Hospital for making 
this facility available and for the outstanding work they have done 
to make the arrangements work so well here. They have provided 
for continuous coverage of us and a video tape of the proceedings, 
as well as the set up that has been provided here this morning. So 
I want to thank St. Joseph's and Carondelet Health Service for 
their help in making this hearing possible. 

Let me be$in by introducing my colleague and member of the 
Select Committee on Aging, Congressman John McCain, who repre- 
sents Arizona's First Congressional District. 

John, we are very pleased to have you here with us in southern 
Arizona this morning. 

Also, I would like to introduce, up here, sitting with me, on my 
left Lome Craner, who is my staff assistant for health care issues, 
and over on John's right, to your left, is Paul Schlegel, who is the 
staff assistant for the minority in the Select Committee on Aging, 
the Long-Term Health Care Subcommittee. We are very pleased to 
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aul with us this morning. He has been very helpful in pre- 
fer this hearing. 

e. Ask him to turn his head around so we can see him. 
EColbe. We will begin— let me just tell you how the format is 
o work here this morning, so everybody will understand. We 
gin — Congressman McCain and I will have brief opening 
ents. Then we will go immediately to our first panel, who 
eady seated up here. We will take their oral testimony, and 
to make it clear to all of those who are here this morning to 
either as part of one of the panels or later, that in the very 
-minute presentations at the end, any statements that you 
bat are longer, or you would like to have included in the 
will be included so that they will be available to the entire 
fctee and subcommittee. So you do not need to feel that the 
my that you have prepared for this morning needs to be 
n full, because it will be printed in the record, 
inish with the format, when we finish with each of the 
here, we will then go to questions. We will take questions of 
ire panel, and then after all the panels are finished, we will 
vith the call from the audience. We will have a microphone 
tie in the audience to you there, and we would like to urge 
fain, to limit the testimony to 1 minute, so as many people 
ible can make their comments about this system. 

e. You mean our testimony is limited to 

Kolbe. No; calls from the audience will be limited to 1 
> testimony. 

will also take a very brief break between the second and 
anel, so that our court reporter can stretch his legs, since he 
be on duty all the time during this. So we will take a very 
reak. 

subject that we are discussing this morning, health care and 
ignostic-related group [DRG] system, is, I think, a very im- 
t one. America's health care delivery system is one of the 
the world. And the quality of health care in this country, 
f us would agree, is of extremely high quality. Still, the best 
care system in the world is useless if no one can afford it, 
at is the point to which we were moving in the late 1970*8 
e early 1980's, when health care costs were escalating at be- 
15 and 20 percent each year. 

th care for the elderly has also experienced dramatic in- 
i. In 1966, when Medicare was initiated, it cost the Govern- 
53 billion. By 1983, the tab had increased to $57 billion, 
there was an acute danger that Medicare might have gone 
ipt in 1987 or 1988. 

tave off such a disaster, Congress, in 1983, enacted a series of 
s to the program that were designed to cut the costs and pre- 
he care. 

>w method of Medicare reimbursement to hospitals known as 
aspective payment system, was approved by Congress under 
of the Social Security Amendments of 1983. This is certainly 
the most significant changes in Medicare reimbursement 
since the Medicare Program was enacted in 1965. There is a 
phase-in for the program, and after that phase-in is complet- 
lospital's reimbursement for treatment of a patient will be 



based on a predetermined charge for the appropriate ailment cate- 
gory. 

A Medicare patient entering a hospital is now assigned to 1 of 
467 diagnostic-related groups, hence, the term DRGs. Each DRG 
covers a single ailment. A hospital thus usually knows in advance, 
based on the diagnosis of the patient when he or she is admitted, 
what it will receive for the treatment of that individual. If the hos- 
pital provides the necessary services for less than the allotted 
amount, it keeps the balance. And if the costs exceed the DRG pay- 
ment, then it must absorb the loss. The system has been successful 
in ensuring that continued financial viability of the Medicare 
system. 

It is estimated that the Medicare system will now be solvent, at 
least until 1998. 

At long last, it was felt the new payment system was causing a 
much needed change in the hospital industry, which had, in the 
view of many observers, become too costly, as a result of the more 
you spend, the more you get mentality that was inherent, at least 
to some degree, in the old system. The new payment system is 
saving Medicare money and ensuring that the elderly people of the 
future eiyoy the financial security of the program, but with signifi- 
cant progress being made on the cost-containment aspect of Medi- 
care, health care providers, policymakers, and the elderly, them- 
selves, are growing more and more anxious over the effects of this 
cost-containment system on health care access and quality. 

There have been reports of significant problems in the delivery 
of health care under the DRG system of payments. And I know, 
from talking to some of my constituents, that there have been 
problems with the system here in Arizona. 

Hospitals are a business. Not-for-profit hospitals must break even 
under the current system, and for-profit hospitals must make 
money, if they are to continue to provide a service to the communi- 
ty. 

A recent poll conducted by the American Medical Association 
suggested that a significant number of physicians believe such 
pressures have already had a negative impact on medical care. 
Among other findings, the AMA said that 43 percent of the physi- 
cians surveyed said that hospitals have exerted unwarranted pres- 
sure to discharge patients early. Sixty-three percent of those re- 
sponding said the quality of care has already deteriorated, or would 
deteriorate over time, with the new system. 

Questions have also arisen concerning the adequacy of length of 
stay allowed under the individual DRG or diagnostic group. 
n-'*? 1 !j re " >een some evidence of dumping of more severely af- 
nuo P atients > those whose costs may quite obviously exceed the 
DRG allowance, because of complexity or complications, on the not- 
for-profit hospitals. Teaching institutions in particular, have 
become the dumping ground for those patients. 

Because the DRG system is fairly new, there has to date been 
little hard data to determine the extent of such problems, and that 
is the point of this hearing today. We are here today to determine 
precisely what the problems are, and how widespread adverse ef- 
fects of DRGs have been here in southern Arizona. 



The question las become even more acute, because, by 1988, the 
DRG system will have been fully implemented for Medicare part A, 
the Hospital Insurance Program, which covers hospital and related 
institutional costs. 

There is a move afoot in the Nation's Capital to extend the pro- 
spective payment DRG system to Medicare part B, physicians serv- 
ices, and a range of other health functions, including out-patient 
services and physical therapy. 

This hearing is one in a series that are being held by members of 
the House Select Committee on Aging to ensure that efforts to cut 
health costs do not lead to a decline in the quality of care for 
Americans. We hope that these hearings will aid those of us in 
Congress in making an informed perspective and informed judg- 
ment on this question. 

To aid us in determining the problems associated with DRG's, 
and the problems experienced in southern Arizona, I think we are 
very fortunate, today, to have an impressive series of witnesses, 
who will be discussing this issue with us. And I am particularly 
grateful to have with me on the panel this morning, my colleague 
in Congress, and on the Select Committee on Aging, Congressman 
John McCain. 

Congressman McCain has served on the Select Committee since 
he was elected to Congress in 1982, and brings a deep understand- 
ing to the problems that senior citizens face. He also serves on the 
Fom'gn Affairs Committee in the House of Representatives, and, 
cerU nly of particular interest to those of us in Arizona, on the 
House Interior Committee. I would like to introduce Congressman 
McCain to make his initial statement. 

STATEMENT OP REPRESENTATIVE JOHN McCAIN 

Mr. McCain. Thank you very much, Jim. And thank you for con- 
vening the hearing today. 

I think you have covered the topic very thoroughly. I will be 
brief, so that we can get to the important part of this hearing, and 
that is the testimony from o r witnesses. 

There is no doubt that ; ae DRG system has made a mcgor contri- 
bution toward reducing the costs of medical care for our senior citi- 
zens. There is also no doubt that there are problems associated 
with it. 

The number of people and the interest displayed today, are 
ample testimony that there are refinements that need to be made 
in the system. I know of no one who seriously considers going back 
to the old system. But I do believe that there is great concern 
among many of our — not only our senior citizen population, but 
hospital administrators, government officials, and pnysicians, to 
ensure that we provide the proper level of health care. 

It is entirely appropriate that 2 years since the enactment of the 
DRG system, we examine the hard data and statistics that we have 
been able to gather, and arrive at some reasonable and logical rec- 
ommendations for legislative action to refine this system, and ex- 
amine it overall, very carefully. 

Why do we have field hearings such as this? I think that is an 
important question. From my experience in Washington, DC, ladies 
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and gentlemen, I can tell you that we have a great deal of informa- 
tion, but very few good ideas. The only way we are able to obtain 
the kind of information input we need to enact meaningful and im- 
portant legislation is to come out and talk to the people who are 
directly affected by these programs. 

I believe that the information we will receive today will be in- 
valuable to us, to go back to Washington and tell our colleagues 
what it is really like, and what the problems and obstacles are that 
are being faced by all of our citizens, in order to provide an ade- 
quate level of health care. 

Yes, we need to look at the DRG system, and determine whether 
this payment system has resulted in a decline of services and pa- 
tient care to the elderly. 

Additionally, we need to ensure that health care services are 
available in the rural areas and in anticipation of problems within 
the hospitals, Congress mandated the use of peer review organiza- 
tions, to periodically renew patient care. PRO's check DRG classifi- 
cations, appropriateness of admission and discharge, out lier's 
status, and may even order hospital discharge for a patient. 

The questions we must address are: Are these organizations per- 
forming their jobs effectively,* and, do we need to do more to pro- 
tect patient care. 

The DRG system can be refined. Currently, the administration is 
examining the DRG system. One possible refinement would be to 
include a severity of illness index. All too often, under the present 
DRG system, the severity of illness in which a patient arrives at a 
hospital, is not taker into consideration. Does an 85-year-old man 
that needs a hernia operation, require the same level of care as a 
65-year-old man who requires a hernia operation? How can we 
refine the system so that we can better address the issue of severi- 
ty of illnesses? And I hope that today's testimony will uncover 
problems within the payment system and provide meaningful solu- 
tions to correct the inequities in the payment system, in order to 
maintain the highest quality of care. 

Again, thank you, Jim, for convening the hearing. I look forward 
to hearing from the witnesses. 

Mr. Kolbe. Thank you, John. 

I am going to begin by introducing our first panel, who are 
seated up here at the front. We have four individuals: Vivian Soash 
and Ula Sabisch, senior citizens who have had experience with the 
Medicare system and DRG's. 

We also have Otto Dworaky, who is representing the National 
Association of Retired Federal Employees, and Fran Smith, who 
represents the American Association of Retired Persons, and is on 
their national board. 

We will begin by hearing from Mrs. Vivian f oash. 
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PANiSL ONE, CONSISTING OF VIVIAN SOASH, RESIDENT, STATE 
OF ARIZONA; ULA SABISCH, RESIDENT, STATE OF ARIZONA; 
OTTO F. DWORSKY, PRESIDENT, ARIZONA FEDERATION OF 
CHAPTERS, NATIONAL ASSOCIATION OF RETIRED FEDERAL 
EMPLOYEES; AND FRANCES SMITH, AMERICAN ASSOCIATION 
OF RETIRED PERSONS 

STATEMENT OF VIVIAN SOASH 

Mrs. Soash. Thank you. Please let me know if this is not quite 
right. I am not on medication, because this is my first day out driv- 
ing, and when I drive, you do not drive on medication. 

Am I being heard correctly? 

Mr. Kolbe. Yes. I think so. 

Mrs. Soash. All right. 

Touching on what Congressman McCain just spoke about, it is so 
important that we people give our evidence to these politicians. 
Whether you hate them or love them, they can do nothing alone. 

I am a former Delawarian. That is a little State near Washing- 
ton, DC, and Philadelphia. And I moved here 6% years ago. I rep- 
resent people from Green Valley, which is 25 miles south. I love it 
here, but my house is having to go for sale, because of an injury 
caused by two sheriffs deputies on August 1. 1 have had three sur- 
geries since then. I face amputation. We are waiting to find out. 

First, I am going to say I am not going to read some notes some- 
one gave me, because I am not able to get up here often enough. 
And I told the person by phone they could give me some notes, but 
she has assured me I may be adlibbed. 

Do get a living will, and do send it to your dcctor. And do give 
your sons and daughters, especially if you are a two-family, like I 
am. That is something for all of you, positive, I hope. Pardon me, it 
is not on your subject. 

All of th ese things that Congressman Kolbe has said, they have 
all been in the local papers. I just have Xeroxes. Everything about 
Medicare, fees, hospitals share the blame for discharging patients 
too soon, I will tell you in a moment. 

Efforts to cut hospital stays costs, home, OK. Sending hospital 
patients home early brings unforeseen costs. I will explain this in a 
moment. 

Medical costs rising faster than incomes. Now, a lot of you are 
not— I am on Medicare, just barely. I mean, you know, just barely, 
but I have never realized until this year, and I have determined 
that while I am caring for an 81-year-old semisenile husband, that 
I must use some of my energy. And I only have 6 hours a day to 
help in, anyway. I can at Green Valley, if nowhere else, and by 
that, I hope evetywhere, because there are too few people in a 
much older age group, I do not mean — I mean in Green Valley, 
who have become afraid, who cannot talk any longer, whose 
voices — emphysema, whatever — cannot express themselves, or are 
afraid someone will do something to them about it. I am not. You 
can do anything you want, because, and I am quoting from the Ari- 
zona Star, and I only brought this to show you that this has been 
kept on hand and then— am I near enough to the mike? 

Mr. Kolbe. You might move a little bit closer. 

Mrs. Soash. All right. 



10 



You see that I am a crisis patient. This is a medical caduceus. 
Those of you who do not know what a caduceus is, ask somebody, 
OK? I don't want to waste my time. 

This says, "cardiovascular, see wallet." In my wallet, I carry a 
complete set, because if I am caught on the roaa, away by myself— 
I travel East sometimes, alone; I travel to Kansas to a daughter, 
alone, everything is in here, because no paramedic is to do what 
they are told to do. They are told to do what this says. "Don't intu- 
bate this patient." You will have a blood clot in the head or the 
lung, or something. I hope it is not my head, because they can keep 
you alive a long time. That is why your medical will is so impor- 
tant, if you do not want to have your income for your spouse used 
up to take care of you as a vegetable, OK? 

Now, I have come out of the hospital. This is a testimony and the 
person who gave it to me, at my request, because I knew I would be 
late driving here. This is my first opportunity to be out. And I 
brought with me a copy. This is a copy; anyone who needs to may 
examine it. It refers to what is written here, and I have been given 
permission not to read it exactly, and in the interest of time. 

I was injured on August 1, in front of my own home, due to two 
sheriff t laputies' negligence. This is another case; this has nothing 
to do wun today, but it is why this is here. 

I also 'cannot keep this on all the time, because I have had four 
cervical discs removed 18 years ago, when I was totally paralyzed. 
So I have, in between, been in wonderful hospitals. One of the best 
is Good Samaritan, the very best that I can name. I do not mean to 
be too partial, but I have been in a lot; Johns Hopkins, and others, 
and I have never been in a finer one or had a finer neurosurgeon 
than I had there. He did a disc chemo nucleolosis. Now, that is why 
I do not have to use my walkers and my canes any more. 

The minute that gets done, and my husband needs constant su- 
pervision, this happens. Now, whether they amputate, or not, I can 
no longer keep my home, which was my only hope. My goal was to 
keep my husband, whose mother and brother both died in homes, 
one at 101, and 96, the other, after 15 years of senility and knowing 
nobody. 

I promised my husband 18 years ago when I married him—and I 
am his third wife— that he would never end up in that situation, 
because as long as I could, I would take care of him. And that my 
company— or his company, pardon me— I am going to be rather 
specific, DuPont. I am getting— wave at me If I get near, but 
anyway, that we will stay where we are. 

Now circumstances are making this impossible. I cannot main- 
tain the small home that we have. We went into a small home. 

Let me read a little. After this happened, I was taken to the local 
clinic, and a wonderful doctor there, I am not naming names, sent 
me immediately to St. Mary's Hospital to an orthopedist, who has 
since been dismissed, and whose name, again, is not going to be 
given, and has treated me three times. I have yet to know him. I 
would not know him if I fell over him. Now, remember, I am under 
anesthesia when he is operating. He does not come in until after- 
ward. 

I was sent— the first night, they didn't take care of me for sever- 
al hours. They said, "Oh, a broken wrist; nothing to it." Well, they 
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found out, instead, it was a whole forearm, the wrist and every 
bone and everything in it. I cannot give you all the names. There 
are pins in here and a few more things— second, third surgeries, 
and more coming up. 

So I was sent to Northwest Hospital. I said, "Where is North- 
west? Carondelet Services, which I just joined recently, takes care 
m St. Joseph's and St. Mary's Hospitals. And I just happened to 
think that your Catholic Nursing System is one of the best in the 
world. I am not Catholic, but I just think they are terrific. So, they 
bell me, "Well, Northwest does not have enough patients; we are 
t>eing asked to send people to Northwest." I am being very frank, 
jut 1 have documentation. 

It should not have been billed. It got in under the certificate of 
leed. 

Mr. Kolbe. Can we stick to the— we want to hear your story, 

tiere, but in the interest of time, if you 

Mrs. So ash. Right. I told you. I agree. 

Mr. Kolbe. Mrs. Soash and I had discussed this before, that I 
*rould need to keep her to our topic here. We do have limited time. 

Go ahead. We would like to hear what happened to you in the 
system. 

Mrs. Soash. Fine. All right. 

In the system, in Northwest Hospital, I was sent there once, and 
riven instructions by the doctor's office, which did not include that 
I must have a driver. 

_ I have had many, many outpatient admissions at TMC, under a 
ine anaslethol— anesthesiologist. You wait in the recovery room. 
When the time is right, under their medical supervision, you go 
lome. 

2}$* ti i? ie i. 1 g0 up » 1 80 through all their blood takings, the 

-j ?cV j ' then they ^ <<w h ere is your driver?* and I 
laid, I do not have one. I am here." "Oh, we do not have a recov- 
ery room. We are economizing— no recovery room." Well, no one 
*>ld me this. So, you go home. I get dressed. I go home. Then they 
jet me up for the following Saturday morning. Do not ask me why, 
Saturday, Mr. Kolbe. I do not know what is going on. I believe 
;here is a cut rate on Saturday, but that is my own opinion. 

Now, we get to the point of the following Saturday, August 10. 
[his happened August 1. Aufmst 3, I am there, and I go home. 
Vugust 10, I take a driver, a lady who has been through plenty. 
>he is waiting for me. I am picking up my notes now. On the 10th, 
i friend took me to Northwest. 

I am going to read it; it is quicker. Surgery was performed. How- 
ever, I did not put this in, or someone did not. When the anesthesi- 
ologist walked into the room, I said, "Please leave." He smelled. 
Vnd I am sorry for you smokers. 

I cannot be around smoke. I have had a growth removed, and I 
ainnot get oxygen to the brain if there is enough smoke in the 
'oom. I moved here to get a way from the East where you are closed 
n. I appreciate you smokers, but I said, "Get away. ,r He stunk. In 
act, I think I said that. I said, "You stink. I am under some seda- 
lon. He had a fit. 

My doctor comes in, who is assisting. He said, "Would you please 
eave the room?" to this other doctor. "Take a bath, shower, sham- 
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poo, everything." I do not know whnt happened next because then 
they put me down deep. They put me down eo deep that, instead of 
being an outpatient, I became an inpatient. 

Now, this batch of records that I have here telle everything 
about my aneetheeia. I hnve had cardiac arrest, respiratory fail- 
ures. I have been reported dead twice from the ICU. With all that 
information, it doesn't mean a thing, because the specialist did not 
read it. So I find that these problems— the surgery was performed. 
However, I was not satisfied with the care I received at Northwest, 
and if anyone is here, I have been trying to get an interview with 
the CEO of Northwest for 8 weeks, and as late as 2 days ago, I was 
still told that he was busy or not in. So, I have had no chance to 
talk with him first, 

I have a serious blood and respiratory problem complicating any 
surgery. That is why the I.D. These problems were not taken into 
account. 

After surgery, evidentally— I do not know this, but this is what I 
am told— I was admitted to a room. I never had a clean gown on. 
The surgery sown I had on was all I had on through Monday, when 
a nurse finally came into my room. In the meantime, I had two 
male— I believe they call them aides— there were no name tags. 
They were kind, however. One of them— I was IV'd, and I was mon- 
itored with blood pressure. I did not know where I was. I woke up 
in the middle of some night— I guess, Saturday, and I do not know 
where I am. I have never been In a hospital, frankly, that did not 
check on a patient in a room, alone. 

Mr. Kolbe. Mrs. Soash, can I interrupt? In looking at your testi- 
mony, you talked about the problems you had after you were dis- 
charged. Can you— you were in the hospital for 5 days, is that cor- 

Mrs. Soash. No; 3 days. 
Mr. Kolbe. Three days. 
Mrs. Soash. I wanted to stay longer. 

Mr. Kolbe. You said that you could not perform many of your 
normal tasks? 

Mrs. Soash. Right. I objected to being dismissed when the first 
woman I saw on Monday, the 12th, was a nurse, and she comes in 
and says, "You are discharged." I said, 4 'Oh, no." I could not move. 
I could not sit up. I was weak from loss of blood. 

She said, "Well you will have to sign." I said, "No, but the phy- 
sician has not signed." This is it. She says, "oh, no, he does not 
come in but on Saturdays." I said, "Well, I'm sorry, I will not sign 
myself out. If something goes wrong, I am responsible." She said, 
"Who can you talk to? ,r You know, get a lawyer. I said, "No; I do 
not want a lawyer." I have a son who is one. 

So finally, she said, "What about a patient advocate?" Wonder- 
ful. So they called the Patient Advocate, a young man who really 
does not know what to do. 

So, finally, I suggested that I would sign my dismissal sheet, 
which I did, but it is missing from here. They took the carbon out 
on me. I signed it under protest with his initials. He finally agreed 
that he would do this, but I did not see the bottom part. It was 
folded in half. 
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I assume I am going to have nursing care of some sort. I still 
have a catheter and blood— whatever you call these things out 
here. 

Mr. Kolbb. Had you seen your physician since the surgery at 
this point? 

Mrs. So ash. No, no. I saw no doctor whatsoever. 
Mr. Kolbb. Did anybody discuss with you what you were going to 
do when you got home? 
Mrs. So ash. It says, do as told. Here it is. 

Mr. Kolbb. Had you asked anybody? Had you made any arrange- 
ments to talk to anybody about your care when you got out of the 
hospital? 

Mrs. Soash. I had not made arrangements. But you can bet a 
dollar, when I got home and found blood running over, I called my 
very fine general practitioner in Green Valley, and he said, "Get 
down, or I will send for you, immediately. No way should you be 
home with a catheter and the blood and ali." 

They had put pins in the arms, stitches all over, everywhere, and 
the danger of it having stuck to something over a certain period of 
time— you medical people may understand this— is critical. 

Mr. Kolbb. Mrs. Soash, can I suggest that we are going to hear 
another individual with a similar story, and then we can come 
back and have questions in general on this whole thing, because I 
think this is— there will be some questions on this. 

Mrs. Soash. Fine, fine. Thank you. Thank you. 

[The prepared statement of Mrs. Soash follows:] 

Prepared Statement of Vivian G. Soash 

While cutting up a fallen sahuaro in my front yard on August 1, 1985 I fell frac- 
turing my arm and cutting my Angers. Neighbors found me and took me to the 
clinic in Green Valley. From there I was taken by ambulance to St. Mary's Hospital 
emergency care. There a physician worked on setting my arm, but said I would 
probably need surgery. I asked to be checked into the hospital because I did not 
have a ride home. The physician told me I could not be admitted for a broken arm; 
he added that he planned to operate the following Saturday, August 3 in outpatient 
surgery at Northwest Hospital. I was finally able to reach some neighbors and they 
drove in from Green Valley to get me. 

On Saturday I went in to Northwest Hospital as directed. I drove myself. When I 
arrived, the head nurse, a Mr. Brown, told me they had no recovery room there and 
I would nave to be driven home afterwards. I had not been told this before. Because 
I had no one to drive me home, I was then sent home. At the time I had 104 degree 
fever, and my arm still had sahuaro spines, etc. stuck in it. 

On Monday, August 5, 1 called and was rescheduled for surgery at Northwest on 
August 10. On August 10, a friend of mine took me in to Northwest Hospital. The 
surgery was performed. However, I was not satisfied with the care I received at 
Northwest. I have serious blood and respiratory problems which complicate any sur- 
gery. These problems did not seem to be taken into account. Further, my postopera- 
tive care left a lot to be desired. After surgery I was admitted to a room after sur- 
gery but was not given a clean hospital gown, a bedpan, or instructed how to use 
the call bell. The blood was not cleaned off me, nor was the bed cleaned after I 
soiled it. The reason by the nurse's aide was that as a male, he was not allowed to 
touch a female patient, and that there were no nurses on duty. I should add that I 
was getting no pain medication though I was hurting badly, that my physician did 
not come to see me after surgery, and that my friend who drove me was never in* 
formed of my progress or location— she finally went home after being told I had 
been taken to a room. 

On Monday, August 12 a Nurse Wimmer came in with a discharge sheet. I re- 
fused to sign to because I had not yet seen my surgeon. At the bottom of the dis- 
charge sheet they had checked "patient sent home". I explained that I had no one 
at home to care for me, and that I needed to stay in the hospital and have nursing 
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cnre. I finally said I would sign under protest and with Nurse Wimmer as a witness. 
I did so, and left the hospital with a couple from Green Valley who were there to 
drive me home. 

From the time I went home that day until the present, I have had no in-home 
nursing care. Because of complications to my circulatory system from my respirato- 
ry and blood problems, I ordinarily have the use of only five fingers. Between these 
permanent problems, with with I have learned to manage, and the cast on my arm, 
I have been unable to perform many necessary daily tasks for myself. I have been 
unable to bathe. I have had to change the bed linens with my teeth. It has been 
very difficult to prepare food. In addition, I am solely responsible for the care of my 
husband who is senile and incapacitated much of the time. Ironically, on my dis- 
charge sheet, it was noted that I would probably need assistance bathing, that I 
would not be immediately ambulatory, and that I should not lift things. Yet surgical 
hospital staff were, or should have been, enough aware of my physical problems and 
lack of in-home assistance that they should have realized how very difficult it would 
be for me to care for myself after leaving the hospital. 

After leaving Northwest Hospital I have had several visits to my doctor in Green 
Valley— to take out the catheter, to change my cast, etc. I am still not recovered, 
and I am still experiencing all the difficulties I have described. 

Mr. Kolbe. I would like to go and ask Mrs. Sabisch— which way 
is it, Sabisch? 
Mrs. Sabisch. Sabisch. 

Mr. Kolbe. Sabisch— OK, just as it is said. Mrs. Sabisch, if you 
would go ahead, and give us your testimony. 

STATEMENT OF ULA SABISCH 

Mrs. Sabisch. There have been four times in the last 

Mr. Kolbe. Would you get those microphones as close as possible 
to you? 

Mrs. Sabisch. There have been four times in the last 2 years 
when I think I was discharged from the hospital too early. In each 
case, after I returned home, I still had complications, and needed a 
lot of assistance and nursing care. 

With the help of home health nurses from Medical Personnel 
Pool, my daughter, Keitha Zimmerman, has been able to care for 
me. I am very thankful for this. Without the Medical Personnel 
Pool, we would have been sunk. But I think I needed to stay in the 
hospital longer in each case, and receive expert care and attention. 

In late November 1984, 1 developed a diabetic ulcer on my foot. I 
was treated for this as an outpatient, and it did not heal. 

In late December, I was put in the hospital at Tuscon General for 
this, and after that, I was an outpatient at St. Mary's Burn Center 
from January 30 to April 15. I went every day, 7 days a week, to 
have this treated. This created a tremendous burden for me and 
my daughter. 

On April 16, I went to the hospital with congestive heart failure 
and pulmonary bronchitis. I stayed for 5 days, and then was sent 
home because I had stayed the limit for pulmonary bronchitis. 

After I came home, my daughter had to give me treatments four 
times a day. The home health nurse came out there three times a 
week. 

On June 17, I was in the hospital again for a mastectomy, fol- 
lowed by chemotherapy. They did the mastectomy and pulled some 
lymph nodes out, but they could not do a radical mastectomy be- 
cause they could not hold me under the anesthetic long enough. 

I was so sick when I came home. I am still having chemotherapy. 
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On the third day after surgery, the day I was to leave the hospi- 
tal, when I was getting dressed, my wound opened and blood came 
and went all over. They decided I needed to stay another day in the 
hospital. 

Just recently, my wound reopened, and my daughter had to take 
care of it. 

I just spent 16 days, from August 9 to August 26, with a staph 
infection. I was still on an IV when I came home. I had to have 30 
ccs of bactrum given through an IV twice a day, at a cost of $65 
per day, and I had to pay that myself. 

The home health nurse came to my home twice a day to adminis- 
ter that, but it was very hard, due to deflated veins. I am a diabet- 
ic. And finally, it came out. And my daughter had to take me to 
the doctor so that the dose could be given. Without home health 
care, I would have been up a creek, or I would have had to go over 
to the hospital twice a day for the IV. 

Because I am a diabetic, I have heart problems, and have a pace- 
maker. And I also suffer from arthritis. There have been many 
complications each time I have been in the hospital. 

I do not think I would have been able to survive without the hos- 
pital, without the attention and help of home health nurses, and 
the round-the-clock dedication of my daughters. I have two daugh- 
ters that help me. 

Mr. Kolbe. Thank you very much, Mrs. Sabisch. We will come 
back to you with some questions, shortly. 

Otto Dworsky, representing the National Association of Retired 
Federal Employees. Otto, thank you for being with us today. 

STATEMENT OF OTTO F. DWORSKY 

Mr. Dworsky. Thank you, Congressman. 

My oral testimony will be entirely different. 

When I was the service officer for the National Association of 
Federal Employees in Arizona, I investigated probably 20 to 25 
cases of overcharges and other care problems. 

Talking to individuals, most of them, they agreed that the health 
care was excellent, and the hospitalization was very good. The only 
thing is the exorbitant prices. 

Under Medicare, Medicare covers only 80 percent, I understand. 
I have talked to hospital administrators throughout the State, with 
bills that had been presented to me for overcharges. 

We will take one example of a bill that is overcharged on aspirin. 
It costs $1 to the patient in the hospital. The administrator says 
the reason why this price is so high is that it goes through so many 
hands before it gets to the patient. 

I have taken a look at charts, medical charts, that doctors have 
gone ahead and authorized painkillers, and the patient does not 
take the painkillers. They are still charged for it, throughout the 
State of Arizona, and 20 hospitals that I have checked. 

I have asked the administrator why does this occur. The adminis- 
trator says because it's too much trouble to return the medication 
to the pharmacy. So they throw it away, and you are charged for 
it. 
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Also, I understand that next year— and Congressman, you can 
correct me on that, that Medicare deductions are going up to $600. 
This is going to be difficult for people on fixed incomes, Social Se- 
curity, and Federal retirees, which Peter Gray says are overpaid. 
And I think Peter Gray should get ahold of these hospitals, and 
And out, and investigate the charge problems. 

Also, on nursing care, I have investigated three cases that were 
supposed to have a special nurse for intensive care. The nurse is 
only there, I would say, roughlv, only one-third of the time, and the 
patient is being charged for a mil-time intensive care nurse. 

Medicare does not cover the following items: Cancer: radiation, 
chemotherapy; surgery: amputation, heart transplants; heart sur- 
gery; dental, eyes; arthritis. These are the items that are not cov- 
ered by Medicare, or any insurance agency. 

I have talked to a number of insurance agencies, and if you do 
not have an insurance policy while you are young, and keep it up 
after you are 60 to 65, or 70, you cannot receive an insurance 
policy for these coverages. And the price is exorbitant. 

I have also talked to some doctors throughout my investigation 
in the State of Arizona. The doctors and the patients tell me that 
their care by the doctors is excellent most of the time. I have never 
had a complaint that there was a malpractice suit. 

The only complaints that I have received are that the charges 
are too high. The test that is given to the patient, 80 percent of the 
time, the doctor does not know what it costs. This makes the bill to 
the individual exorbitant, and also to the insurance company. 

In my opinion, Medicare health care is very good. The only thing 
is, is that Medicare does not pay enough for the fixed income. 

I have received letters from elderly, 85- and 90-year olds, asking 
what could I do about the prices, because they can no longer get 
out and work and pay for their medicine for their medical treat- 
ment. One individual in Green Valley, who is 73 years old, is going 
out to pay for his chemotherapy working at $5 an hour. Thank you. 

[The prepared statement of Mr. Dworsky follows:] 

Prepared Statement of Otto F. Dworsky 
Answering the questions in numerical order: 

1. a. From all the individuals that I have talked to, the health care is excellent for 
hospitalization, but the costs are exorbitant, and Medicare does not cover it. In addi- 
tion, Medicare is going to increase their deduction to $600.00, and an individual on 
fixed income will be between a rock and a hard place to pay for it Medicare is very 
slow in reimbursing the hospitals, and hospitals are constantly harassing the pa- 
tient for money. Something should be done in this area for expediting payments. 
Physicians services: I have not been able to find any discrepancies in the physician 
services to the elderly; the only difficulty is that the physicians are very expensive 
and Medicare does not cover the medical expenses. 

b. Medicare services do not cover enough payment on the following: Cancer (chem- 
otherapy, radiation, prosthesis, surgery, amputation), transplants, heart surgery, 
dental, eyes, arthritis, and diabetes. 

2. a. Some people say that they were discharged too soon and some say they were 
in the hospital too long, and could have been discharged earlier to save money. This 
is a hard question for NARFE to answer, as each person has a different view. 

b. At this point I do not know of any particular recommendation being made; 
however, it could be discussed among all of the NARFE members at meetings over 
the state, and the results forwarded to your office if you so desire. 

3. a. i. In small towns, very few services are available; L.P.N.'s, or registered 
nurses, or Public health nurse visit once or twice a week. (Public health nurse 
charges a fee); ii. Paid for out of their own pocket; iii. I have no figures on this. 
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b. In Cochise County, we have the Cochise Aging Service, Bisbee, or private R N.'s 
? r Jt?; N 8 * 0000186 AfiH"? is very inadequate and very prejudiced as to home care. 
L.P.N. s are too costly and so are private R.N.'s. 

4. Under Medicare, I fee! that the health care service is very good, but does not 
pay enough of the costs for people on fixed income. Only the doctors can control the 
price. It is my opinion, and that of some others, that each patient (individual) should 
only pay the Medicare deductible, and doctors, hospitals, etc., should accept what 
Medicare pays as full payment. 

No other charges should be presented to the patient or individual. 

Example: Car insurance: if your car is "hospitalized" because of an accident, you 
have a deduction of your choice: $50.00, $100.00, or $500.00, and if you have one of 
these deductions, this is what you pay for the entire accident. 

Mr. Kolbe. Thank you very much, Otto. 

Mrs. Soash. Sir, could he have just said of the reasonable and 
customary charges— which is what it is— not 80 percent of what the 
doctor charges. 

Mr. Kolbe. Let us go and finish up the testimony from our 
panel, and we will come back to specific questions here. 

Fran Smith of the American Association of Retired Persons. And, 
Fran, we are glad to have you out of the hospital, and here with us, 
today. 

Ms. Smith. You know what? I am glad to be here, after hearing 
some of this. 
Mr. Kolbe. I bet you are. 

Ms. Smith. In fact, I'm a little dancy in the head; a little unsta- 
ble on the feet, but I consider that nothing after what I've been 
hearing. So I'm very grateful to be here with you. 

STATEMENT OF FRANCES SMITH 

Ms. Smith. I would say, too, that as a member of the American 
Association of Retired Persons, AARP, we have been very much in- 
volved in a nationwide program, Cutting the Costs and Keeping the 
Care, and this is still continuing. 

I think my testimony may be a little bit different, although I 
may get into some of the personal. 

We definitely have a very great interest in the impact on the di- 
agnosis-related groups, the DRG's, as they are so-called. But we 
cannot consider that, alone, and I know you are going to hear some 
more of this later, without considering the Peer Review Organiza- 
tion and the Prospective Payment System. I did learn something 
about the Prospective Payment System and the DRG's from a very 
personal experience, recently, and it will come into play with the 
comment I just made. 

It does not matter how much your bill is, or whether you have 
been overcharged on the DRG's, Medicare will pay what is allowed 
by that classification under the DRG's. 

I went over my bills. I have been in this institution, and I had 
beautiful care. I cannot complain. I was in here twice within the 
last month. It does not matter that on that bill, was an item for 
which I was charged. It was $12 and something. I never received 
that item. I was charged for something that— apparently I slept on 
one of those popcorn or egg-crate things, and I couldn't stand it. 
They ripped it off, and I left it there. And I thought, well, if I paid 
for it, perhaps I could use it, or give it to somebody who might use 
it. I do not want it, but it does not matter what your bill is, wheth- 
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er you are overcharged or not. Medicare is only going to pay that 
hospital so much. 

That is one of the clauses of the DRG's, very definitely. There is 
no flexibility in this, the DRG systems. It very definitely needs to 
be reviewed and modified, as I am sure it will be, by Congress. Am 
I right? It is being considered, now, in the Senate, is it not? 

Mr. Kolbe. Indeed. 

Ms. Smith. When hospital costs came about, the DRG's were de- 
veloped. They were constructed principally by hospital administra- 
tors and some physicians and clinical consultants, as I recall. There 
was no input at all from a great many physicians. There was no 
input at all from nurses. There was no input from the benefici- 
aries, and this is something that Congress should consider. 

We need to broaden— and this is a recommendation — we need to 
broaden the participation, when the DRG's are being reconsidered, 
or modified, or whatever you care to call it, or classified. The bene- 
ficiaries have a different perspective, for example, about being dis- 
charged early. The nurses have a different perspective «.oout the 
needs of the patient. The physician has a different perspective, and 
these need to be brought into focus, so that some reality can be 
brought into the Medicare payments, the prospective payments. 
Presently, I do not see it. 

Presently, I see a great many things happening. These were 
numbers when these DRG's were established. We had numbers. We 
had averages, and those were translated into dollars, and to heck 
with the patient. 

The patient had no consideration in this. There was no consider- 
ation beyond, let us sav, the length of stay for the patient. There 
was no consideration for the severity of illness, again, which re- 
quires different perspectives from different groups, from the 
nurses, from the beneficiaries, and so on, from the physician. None 
of these was considered in this, and they must be considered when 
they are to be modified. 

I see conflicts developing with the DRG's. I see conflicts, for ex- 
ample, between the hospital and the doctor. We had an example 
with this. The doctor says, "You may be discharged as of today." 
Fine, no problem, if you are able to care for yourself. If you are not 
able to care for yourself, where do you go? A nursing home is no 
longer covered by Medicare. Home? There is no one there to look 
after you. Home Care Services certainly are not developed to any 
great degree in this community. So, what do you do? I have often 
said, "Sometimes, it is cheaper to die." It really is. And cremation 
does not cost too much. 

Is that what it is now? Cremation, she said, was how much? $345. 
It used to be $250 when I was thinking about it. 

We have conflicts. For example, the doctor may say, "The pa- 
tient needs to stay longer." The hospital says, "Well, that's tough, 
kid. We are losing money if we keep that patient here beyond this 
length of time, the DRG." So, you have a conflict developing there. 

You have a conflict between the patient and your physician. The 
physician realizes what's happening. The patient feels he needs to 
stay there. So, you have conflicts there, and all of this bears on 
what I consider the quality of care. It is very hard to define. 
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I had beautiful quality of care in this hospital last month. And 
that quality of care consumed a great many of the hospital's re- 
sources—and this I know— a great many of them. The hospital, for- 
tunately, I think I was within the length of time of the DRG both 
times. So, it may not have to be eating the extra loss. I am hoping 
it does not. These things can affect the quality of care, and I think 
this is extremely important. 

If the hospital wants to make a profit, it cannot consume all of 
the resources as it probably would under normal circumstances. 
Somewhere, there has to be some conservation going on. 

I had, on my bill and I am sorry I did not bring both of those 
bills; I didn't know we were going to get into this kind of personal 
thing— I had on there, at least a half of page of supplies. I might 
tell you that the President and I had very much in common, only 
mine was a little more complicated. I think I'm a year older than 
he is. 

I can see, for example, where these early discharges as I men- 
tioned, people having ao place to go. They find themselves back in 
the hospital. By word of mouth, in this area, I have heard of two 
instances where the patients were dismissed early, needed to 
return to the hospital, but before that happened, they died. Now, 
you cannot pin this down and say that it was because of early dis- 
charge. I cannot, for example, having been out of this hospital 
for— I don't know— maybe a week or less, and having to return, I 
cannot honestly sav that this was a result of early discharge. 

So, there are all these little questions that have to be faced in 
relation to the DRG's. There is no question about it. And I do see 
them affecting the quality of care, eventually, through the conflicts 
that are to develop, and these things must be addressed. They need 
to be modified, reclassified, if you will. They are weighted. There is 
a relative value here that is attached to them, and they need to be 
looked at from the standpoint, as I say, as to what the cost, accord- 
ing to the DRG, and what Medicare will pay, or should pay. It is 
probably the proper word — should pay. 

The physician's practice patterns— now, the DRG's are supposed 
to have some control over physicians. I think maybe the Congress 
may have to look beyond this a little bit because I am not sure that 
the physicians are going to lie down and play dead. And I am not 
sure that they should. I think there can be a method developed 
whereby the physicians can control costs. 

One of the things that happened to me, and again, bring in the 
personal, is because my chest was so congested when I first came in 
for the first operation, they had me on oxygen, and a few other 
things. The oxygen, in the second go-round, which had nothing to 
do with my lungs— my lungs are as clear as can be through my 
good living now. In my room, they had oxygen daily and daily it 
was checked and daily, it was never used. But I was charged. Now, 
I am not saying that because that oxygen was in the room, that I 
should not be charged something. I was utilizing that particular 
item, but I am saying that the physician should have been aware 
that I was not using it, and should have removed it. And it should 
not have been on the bill. But it was. But Medicare will not pay for 
it, according to the DRG. 
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One of the items that was mentioned at tbt table was about cost. 
I would tell you that, in the teaching hospitals, and I think this is 
true also in the university hospitals, that they, the interns, are now 
being taught something about costs— tests, costs of tests, costs of 
oxygen use, maybe, bandages, resources of the hospital, and those 
claimed by the patient. 

I would also inform this gentleman over here that there is insur- 
ance available for people past 65. You have to pay $5 to join AARP, 
and then you can buy your insurance. 

Mr. Kolbe. Fran, can we get you to conclude, so we can get some 
questions in? 

Ms. Smith. All right. 

There is no custodial care covered by ar y insurance that we can 
find out. However, I would tell you that there is something in the 
works that has been started here, locally, and hopefully, it may 
eventually develop into something that we can afford, for custodial 
care. 

I think the public needs some education, Congressman, and it is 
either going to have to come through Congress, or it is going to 
have to come through HCFA, Health Care Financing Administra- 
tion, or it is going to have to come through Medicare. It is going to 
have to come through somewhere. We a^e doing our part through 
the association, but we cannot reach everybody. And I think the 
public needs some education regarding not only Medicare, but how 
these DRG's impact on their \ elfare. 

And I thank you for this opportunity, and I will keep still for 
questions. 

Mr. Kolbe. Thank you, Fran. Very much. You couldn't have con- 
cluded that first panel on a better note. 

That is exactly why we are holding this h taring. It is that one of 
the very primary reasons for this hearing is for the public to gain 
some information about this system and how it works. 

Ms. Smith. I would like to ask, Congressman Kolbe, how many in 
this audience really understand the DRG's? How many do not un- 
derstand it? 

Mr. Kolbe. I am sure all of us have to learn a lot, but we have 
different problems. 

Ms. Smith. And are you honest in your evaluation of this sub- 
ject? 

Mr. Kolbe. Thank you, Fran. 

Let us go and take some questions. I would like to begin with my 
colleague, John McCain. John? 
Mr. McCain. Thank you, Mr. Chairman. 

I regret that we do not have more time to hear from this panel. I 
believe it is important to begin the hearing by listening to testimo- 
ny presented by those who are directly affected by DRG's. 

I will be interested, Fran, in hearing from Dr. Duncan, whether 
there was input from beneficiaries when formulating DRG's. And 
we will give them time to respond, or defend themselves, as the 
case may be. 

I am told that the 1983 legislation does call for a study as to de- 
termine whether physicians should be included in the DRG pay- 
ment system. And we are expecting that report out. It was due in 
July, so we should receive it soon. 
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Ms. Smith. May I suggest another alternative be considered? And 
that might be the relative value scale, the fee for services, but ac- 
cording to certain criteria. Give it some thought, instead of the 
DRGs. 

Mr. McCain. Also, later, we will discuss an area that this panel 
did not address. And that is the problems that physicians face with 
the escalating costs of malpractice insurance. Many claim this to 
be a mcyor contributing factor to high health care costs. I will be 
brief, Mr. Chairman. 

I would like to ask Fran and Mr. Dworsky, what are your reac- 
tions to the stories that you've heard from the other two witnesses? 
Are they unusual? And do you know of other senior citizens that 
have experienced similar difficulties? 

Mr. Dworsky, could we start with you? 

Mr. Dworsky. I know of about six cases that have the same prob- 
lem as these two ladies, here. Since they brought it up, and I did 
not want to bring it up in my oral testimony, I could have invited 
one individual that is 80 years old. And he is screaming for help, 
saying that he doesn't get any treatment. And it falls into about 
the same category as these two ladies here. 

Mr. McCain. Thank you. 

Fran? 

Mr. Kolbe. Would you get closer to the mike? Thank you. 

Ms. Smith. I tried very ham to find cases of this kind, and I 
heard of only two. And they were very indefinite. I did mention the 
two that I had heard, by word of mouth, who had died before they 
got back, but beyond that, I cannot comment. 

Mr. McCain. Thank you. 

Mr. Chairman, in the interest of time, I have two final questions, 
and, again, I would like to state that it would beneficial to spend 
the entire morning with this panel. However, we must move along 
to our other expert panel. 

My two questions are for Fran Smith and Mr. Dworsky. 

Since the DRG system began its implementation in 1983, have 
you noticed an increase in complaints from members of your orga- 
nizations? 

The second question: Are there one or two areas that you feel are 
most important, to be addressed by Congress in its review of the 
DRG system? 

Let me start with you, Mr. Dworsky. 

Mr. Dworsky. The Federal retirees, most of them are not under 
the DRG. They have their own insurance, such as Blue Cross, Blue 
Shield, Aetna, and other insurances. They only have a gap filler 
which NARF has for them to take if they wish to apply. 

Mr. McCain. Thank you. 

Fran? 

Mr. Dworsky, do you want to add to the second question, is there 
any area that you think needs to be addressed? 

Mr. Dworsky. I am not too familiar with the DRG's because I 
have never been in a position to investigate it or make any com- 
ments on it. 

Mr. McCain. Thank you. 

Fran? 
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Ms. Smith. Certainly, the A^RP has had volumes submitted to 
them on cases on a nationwide basis. I talked with them, yesterday, 
and they have had no referrals, really, from Arizona. Now, I think 
probably this comes from the fact that we do not know where to 
make our complaints. 

If >ve have a complaint, to whom do we complain? I understand 
that the PRO Advisory Committee is being set up and that is fine 
But everybody must know about this, and who is on it. The PRO— 
Peer Review Organization— which is kind of the watchdog of the 
ORG system, I would say, who is on it? Where is it? Well, it is 
probably in Phoenix. I do not know where it is. 

So, definitely, the association has volumes of material that has 
been submitted nationwide about cases that have been dismissed 
early, and problems. 

The two areas that I would say, statewide, that may be needing 
the attention, is a little more money for home care, extending the 
services. And the other is nursing homes. 

If you do not belong in a skilled nMrsing home, and you have to 

So to the nursing home, and there is no Medicare for the nursing 
ome, you are digging into your life savings, probably before you 
get out of there. And then there is another group that does not 
belong m a skilled nursing home, and they do not belong in a hos- 
pital. So, where do they? So, these are areas that I feel need special 
attention. 

Mr. McCain. Thank you, Mr. Chairman. 
Ms. Smith. That is, more money. 
Mr. Kolbe. Fran, thank you. 

Your comments that you made earlier about the possibility that 
it should be considered by Congress of paying on the basis of a 
fixed fee, essentially for 

Ms. Smith. I mean that was a relative value scale. 

Mr. Kolbe. Relative value scale. That is being considered, but 
not for hospital payments, but for physician payments. 

Ms. Smith. For physicians. 

Mr. Kolbe. Is that what you were directing? 

Ms. Smith. That is what I am directing. And it would be a fee for 
service, and it could be based on different criteria. One might be, 
how much time do you spsnd with this patient? Another might be, 
how much experience have you had? 

For example, a fellow that is just out of training, a young doctor, 
might— well, he could expand his time, but he would not necessari- 
ly have all the experience that he would need. 

So some of these factors need to be considered, weighted, and 
other things that might fit into that relative value scale, a fee for 
services. 

Mr. Kolbe. Do both of your organizations, either Otto or Fran, 
?i? ve ^25, extensive P* 0 ^* 111 of trying to tell your members about 
the ORG system and how it works, and how the whole Medicare 
system works? 

Ms. Smith. Congressman Kolbe, we have covered the States from 
Alaska to Hawaii. 

Mr. Kolbe. Through mailings to your members? 

Ms. Smith. We have done everything we can. We have been in 
meetmgs. We have literature. We have 

I* 

23 



20 

Mr. Kolbe. I take it, though, Fran, from what you said, one of 
the things that is not covered, is the peer review organization — 
where it is located, how to get those complaints made. I gather 
there is no information given at the hospital about how you can 
make a complaint? 

Ms. Smith. The hospital is a little reluctant to give any informa- 
tion. 

There is no feedback on this. 

Mr. Kolbe. So that might be a component that you would want 
to include? 

Ms. Smith. We do know that there is a peer review organization 
in this State. 

Mr. Kolbe. Yes, there is. You will hear something on it. 
Ms. Smith. There is a gentleman from Green Valley who has 
been participating ex officio, from the AARP Association, on it. 
Voice. Could you name him? I have never heard of that. 
Ms. Smith. I will tell you. 

I honestly — I do not know where the peer review is located. Is it 
in the health services, in Phoenix? Where is it? 
Congressman McCain, do you know? You are from Phoenix? 
Mr. McCain. Fran, I thought we were friends. 
Ms. Smith. Where is Deborah Nixon? 

Mr. Kolbe. I know what it is. We will come to that question. I 
know that it is a part that is funded by Medicare, and where they 
are physically located, I do not know. But we have somebody here 
on that. And we will come to this question of peer review organiza- 
tions. 

Ms. Smith. But we cannot educate people as to where it is, until 
somebody knows where it is. 

Mr. Kolbe. I think we will be able to address that on our next 
panel. 

Everything is being taped, Catherine. 

I would like to ask a question of Ms. Sabisch and Ms. Soash. 

Ms. Sabisch said that she did get home health care. 

Was any consideration — did you receive any home health care 
services in Green Valley, Mrs. Soash? 

Mrs. Soash. I did not. I told them I did not want to leave the 
hospital, because I have a senile husband at home. I take care >f 
our home, completely, indoors and outdoors. And that I signed only 
under protest because they had called two people from Green 
Valley to bring me home. 

Mr. Kolbe. But did anybody advise you whether any home 
health care services were available when you were discharged? 

Mrs. Soash. They told me the doctor did not order any and that I 
was to go. And I gave that gentleman that form, and it is marked. 
There are four places, and you see, it is marked "home," and you 
see above it, it says that I am supposed to bathe, but I will need 
assistance. And I said to them, "Who is going to help me?" I have 
not had a bath until last night, since August 1st, and I took it be- 
cause I was going to be in close contact with people. 

But, in addition, I change my beds by using my teeth. I put my 
bottom sheets on, a stool under it. I am very strong. I use my teeth. 
I have never had a broken bone before. 
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Mr. Kolbe. So you did not have anybody that was coming in to 
assist? 

Mrs. Soash. I have nobody, still, i have no food service. I have 
nothing. I do not qualify for Meals on Wheels. 

Mr. Kolbe. Was your general practitioner involved— did you con- 
sult him at any point before you were discharged or before you 
went for the first surgery? 

Mrs. Soash. By mutual agreement, after the third situation, the 
specialist has been dismissed, and my general practitioner, who is 
excellent, has assured me he is going to take this off next week. 

Mr. Kolbe. He is in charge of your care? 

Mrs. Soash. They have taken one off, and put another one on, 27 
pounds. So, if I fall over, that is why, but if there s a problem, he 
will have the best in the State. But he smd, "You know, it is tough 
to 8 et another specialist, when you have had to retire a specialist." 

Mr. Kgi *r. In both cases, let me ask, Mrs. Sabisch, do you think 
your physicians should have done a better job of keeping you in- 
formed of your illness and the problems you might experience? 

Mrs. Sabisch. No. I have four, and they are very good. 

Mr. Kolbe. And they have been very careful in telling vou 
what 

Mrs. Sabisch. Yes. 
Mr. Kolbe. OK. 

I take it you have a different situation, Mrs. Soash? 

Mrs. Soash. May I say that even the surgical hospital staff were, 
or should have been, aware of my physical problems and lack of in- 
home assistance, and realize how difficult it was for me to go home. 
But they still sent me home. I had no choice. 

I was delivered by wheelchair, against my wishes, by the patient 
advocate, and told to go home. And I believe there are people in 
the audience from, nurses, indeed, in Green Valley. I do not see 
them, but I understand there were some to visit here today, who 
can testify to the fact. That this is fact. I have documentation. 
.Aft^T ^vfrg Northwest, my doctor immediately had me come to 
the office. I got a person across the street to remove the catheter, 
scared to death that it had adhered to some of the tissue or the 
pins, or whatever, and that I was going to have more complica- 
tions. 

I think that is frankly why the doctor did not sign my release 
that that gentleman over there has. Do you see the blank line? Do 
you see it, sir? 

Mr. Kolbe. Yes; we have it. 

Mrs. Soash. Thank you, very much. 

Mr. Kolbe. Thank you. 

I want to thank this panel, again, for giving us some very good 
if^hts from very personal testimony of the problems they have 
had, individually and also in the case of two of them, with the 
problems that members of their organizations are experiencing 
with the Medicare health care system. I want to thank you all for 
participating in this panel. 

Thank you very much for being with us. 

Mr. Kolbe. We will start by introducing the second panel of wit- 
nesses today. It consists of Mr. Robert O'Connor, who is the region- 
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al administrator for the Health Care Financing Administration. 
Those of us that get into this lingo know it by its acronym, HCFA. 

Second, Dr. Ted Koff, whom I have known for several years. I 
think this community is very fortunate to have somebody of his 
stature and expertise. He is one of the leading individuals in the 
country in gerontology research and care. He is the director of the 
Long-Term Gerontology Center at th; University of Arizona Medi- 
cal Center. 

And, third, we have Dr. Don Duncan, who brings some special 
expertise in the development of the DRG system and the organiza- 
tion that he heads that had the HCFA contract for developing the 
DRG diagnostic groups. 

We will begin by calling on Mr. O'Connor for his testimony. And 
I want to say to all three of the panelists, so that you can feel free 
to summarize your testimony, it will be printed in full in the 
record. That is just a suggestion in the interest of allowing us 
enough time to ask questions. 

Mr. O'Connor. 

PANEL TWO, CONSISTING OF ROBERT D. O'CONNOR, REGIONAL 
ADMINISTRATOR, HEALTH CARE FINANCING ADMINISTRATION; 
DR. THEODORE H. KOFF, DIRECTOR, LONG-TERM GERONTOLO- 
GY CENTER, UNIVERSITY OF ARIZONA MEDICAL CENTER; DR. 
DONN DUNCAN, PRACTICING PHYSICIAN, STATE OF ARIZONA 
AND DR. LAWRENCE SHAPIRO, PEER REVIEW ORGANIZATION, 
STATE OF ARIZONA 

STATEMENT OF ROBERT D. O'CONNOR 

Mr. O'Connor. Thank you very much, Mr. Chairman. 

I am particularly glad to have the opportunity to summarize my 
written testimony, and perhaps deviate from it somewhat, since 
these prepared comments could sound very strange, following the 
previous panel. 

The things set forth in my written testimony are quite true. We 
do not have any evidence, that PPS is causing a decline in the 
quality of care. However, that would seem a very strange and cold 
thing to say in this setting. 

I do not intend to say that people Eire not discharged premature- 
ly, from hospitals. But I will point out that there are people who 
were discharged prematurely before PPS. The question is: Is PPS 
inducing any significant increase in the amount of premature dis- 
charges? That is a question that really needs to be addressed in 
this context, But it does not seem to have very much meaning, 
when you contrast it against one premature discharge which can 
be so tragic. 

So, what I would like to do is explain how DRG's were supposed 
to work; how Congress thought they would work when they passed 
the legislation and how the administration hopes it is being admin- 
istered. 

First of all, as far as flexibility is concerned, the DRG system 
does not say that a particular patient with a particular diagnosis 
stays in the hospital x number of days, and that is that. That is not 
the system. 
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What the DRG system does if set a price that Medicare will pay 
for the hospitalization of a patient with a certain diagnosis and 
other characteristics. Now, it was recognized in developing the 
system that some patiente were going to need more care than the 
average. It was also recognized that some were going to need less 
cart than the average. It was expected that on the average, in gen- 
eral, the hospital would get a fair amount in return for its treat- 
ment. But it was also understood that there would be special cases, 
where a particular patient, because of special needs, or age, or vari- 
ous other factors, would have to stay in the hospital for a pro- 
longed period of time. 

So Congress provided— and it is part of the system— for extra 
payment in those cases. That is, either in a case where extraordi- 
""Zv*?? h * vt to Provided beyond certain costs, or if the 
available g ° e " y certain limits, additional payments are 

Second, aside from the patient himself, the physician is the one 
who decides when that patient is discharged from the hospital. 
Under this system, if the hospital cannot override the physician in 
toe sense that it can arbitrarily discharge his patient. In order to 
declare the patient to be in the hospital for an excessive period of 
time, and therefore liable for any excess cost, the case would have 
12 ™M bml , to the Professional Review Organization. Only if 
the PRO •greed with the hospital that the physician was wrong on 
the length of stay, would the patient become liable for that excess 
care. And on this score, I will point out that we have, in this room, 
the president and the executive director of the Arizona PRO, who I 
ami sure would be willing to introduce themselves. 

Mr. Kolbi. As a matter of fact, I have that card. I was going to 
do that when the three people finish testifying. 

Mr. O Connor. Oh. I'm sorry, Mr. Chairman. 

Mr. Kolbi. That's all right. 

Mr. O'Connor. Now, some of the other witnesses expressed puz- 
zlement about where the DRG system came from. It arises in this 
way. 

Since about 1970, the Congress and every administration that 
has been in Washington have believed that to stop the spiraling 
cost of hospital care in the United States, you had to go to prospec- 
tive payment. DRG's are just a mechanism that allows that, be- 
cause if you are going to set a prospective payment, you have to 
define what you are paying for. And that is all the DRG is. It is a 
way of defining the package of services that is being paid for in a 
hospital stay. 

Where did it come from? It came from Yale University, under a 
study that was funded by the Health Care Financing Administra- 
tion in 1974. Physicians undertook a lengthy studyin which they 
attempted to divide all of the admissions in the hospitals into cer- 
tain clinically meaningful groupings and then assess the relative 
cost of those particular groupings. That is all the DRG system— a 
system for classifying services. 

What HCFA did was to take that information, and compare it 
with what it already knew about the costs of hospitals in the 
United States. It started with the cost that was actually being in- 
curred by hospitals in the United States, and it used that average 
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as a guide. And then it adjusted for area wage differences, and a 
lot of technicalities. But basically, what it did was determine the 
cost being incurred by hospitals for each DRG and make prospec- 
tive payments based on those amounts. It was hoped that this 
woula give the hospital for the first time, an incentive to move 
people out of the hospital, when they no longer needed to be there. 

Now, I understand that people may have no one to go home to 
and there may not be enough nursing homes. But a hospital, with 
its vast costs is not the place to keep people in order to meet their 
needs for food, shelter, and for basic maintenance care. Such an ap- 
proach is so expensive that the United States of America cannot 
afford it. We demonstrated that we do not have money enough to 
do that. 

So what do we need to do? We need to continue to refine this 
system and make it better. Sure, Let us add severity of services as 
soon as we can do the arithmetic and learn how to do it well. Sure, 
let us make all the refinements we can. But beyond that, what we 
need to do is develop new ways of helping aged people. Just as we 
started studying the DRG's, back in 1974, we have a number of 
demonstrations designed to find new ways of bringing together all 
of the resources — Meals on Wheels, and the other support pro- 
grams—to bring them together to stand behind the health system, 
to find a way to meet the needs of the aged, without the back- 
breaking costs of trying to do so by inappropriate use of hospitals. 

I hope this helps somewhat. 

Thank you. 

[Prepared statement of Mr. O'Connor follows:] 

Prepared Statement of Robert D. O'Connor, Regional Administrator, Health 
Care Financing Administration 

Mr. Chairman, I am pleased to be here to discuss the prospective payment system 
(PPS) and its impact in Arizona. We share your interest in assuring that high qual- 
ity medical care continues to be provided under the new payment system and want 
to describe our activities to accomplish this aim. 



As you know, the Medicare program was enacted in 1965 to provide insurance 
coverage of hospital, physician, and other medical services for the elderly. This cov- 
erage was extended to disabled individuals in 1973. Almost 13 percent of all the 
people in the United States, or close to 31 million individuals, are covered by Medi- 
care. This year Medicare will pay medical bills for over 20 million beneficiaries. In 
Arizona, 389,000 Medicare beneficiaries are served by 63 PPS hospitals. Over half a 
billion dollars were paid in benefits this year in all Arizona hospitals. 

Medicare's PPS is probably tie single most important improvement in the Medi- 
care program since it began in 196o. For over Vf years, hospitals were reimbursed 
on a reasonable cost basis which failed to encourage efficiency since reimbursement 
is based on incurred costs. Under PPS, with the amount of payment set in advance 
and based primarily on the patient's diagnosis, hospitals which organize and provide 
services in an efficient and cost-effective manner are rewarded. 

The new payment system is now nearing the end of the second year of a three- 
year phase-in from a combination of hospital-specific and regional rates to a fully 
national prospective rate. Congress provided the three year transition period in 
order to allow high cost hospitals time to change their behavior to live within the 
national rates. In Fiscal Year 1987, a fully national rate will be based solely on the 
national urban and rural averages. The urban and rural Federal rates are, of 
course, adjusted for differences in area wage levels. 

Changes in hospital behavior to adjust to the new system have been positive. Re- 
ductions in length of stay have moderated the amount of resources needed to pro- 
vide routine care. Arizona's average length of stay consistently remained below the 
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national average of ten days even before PPS. Since implementation of the program 
Arizona's average length of stay has continued to decline, now 7.14 days for fiscal 
year 1985 compared to a national average of 7.67 days for PPS hospitals. 

It was believed that the prospective payment system would encourage earlier dis- 
charges from hospitals, probably to other types of care such as home health care. 
However, statistics from our monitoring of the system show that discharges from 
hospitals to home health agencies have increased less than one percent, from 2.9 
percent at the beginning of the implementation of the system to 3.7 percent at 
present. We believe the availability of home health care in Arizona to be adequate 
to respond to this increase. 

QUALITY AND ACCESS 

One of our primary goals under PPS is to maintain quality of care. High quality 
hospital care has a long-standing tradition in this nation and our prospective pay- 
ment system was developed with that commitment in mind. We have reason to be- 
lieve that the prospective payment system may actually enhance the quality of care 

rovided to Medicare beneficiaries. This system has the advantage of encouraging 

ospitals to specialize in those types of cases which they can treat efficiently and 
effectively. Most studies have shown that as hospitals specialize in providing serv- 
ices, the quality of care improves. This is because the performance of some proce- 
dures are enhanced by a high volume of cases which helps to maintain proficiency 
in treatment. These studies indicate that when certain services are provided in hos- 
pitals with low volume, quality of care tends to suffer. 

When the PPS legislation was being debated by the Congress many believed that 
inherent to PPS is an incentive to admit patients to the hospital. Rather than being 
concerned about access to hospital services, opponents and proponents of PPS have 
worried that admissions would be excessive, thereby exposing Medicare beneficiaries 
to unwarranted risks. Fortunately, these concerns have not been justified. Medicare 
admissions under PPS have followed the downward trend in admissions for the non- 
Medicare population seen naUonallyover the last several years. 

Working in partnership with PPS is the Peer Review Organization (PRO) pro- 
gram. In c hangin g the incentives under which hospitals provide services, both Con- 
gress and the Adniinistration were aware that medical review had to change from 
its historical form under the Professional Standards Review Organization program. 
The PRO Amendments in the Tax Equity and Fiscal Responsibifity Act of 1982 (P.L. 
97-248) set a firm foundation for this reduction. We believe the PRO program has 
enhanced peer review under Medicare by directing review activities specifically 
toward those quality, cost, and utilization areas most likely to be affected by PPS. 

A major provision of the new PRO program is the use of measurable performance 
objectives both for admission and quality review. Through the use of these objectives 
in our contracts, PROs are required to accomplish goals they themselves set This 
new approach is a vast improvement over what prevailed before and ensures that 
PROs will monitor actively the quality of care in their State. 

In the scope of work for the PRO contracts are generic areas relating to the 
review of admissions, utilization and quality of care. In this way, we set the founda- 
tion for performance-baaed contracts, out left to the PRO bidders the responsibility 
to specify what particular utilizatioa and quality issues would be addressed locally. 
It was also the PRO's responsibility to propose quantifiable performance objectives 
for addressing these issues. 

One such objective of the Arizona PRO is to reduce unnecessary surgery and 
other invasive procedures. The PRO focuses on procedures with proven high compli- 
cation rates and concentrates quality review activities on those cases. This year, for 
example the Arizona PRO will reduce by a target amount of 583 the incidence of 
unnecessary surgery or other invasive procedures within specific DRGs. Physicians 
and hospitals have been notified of the targeted procedures and the requirement for 
precertifi cation of elective acute care admissions for these procedures. Where a pat- 
tern of inappropriate or unnecessary surgery is identified, peer review intervention 
will occur including education and where appropriate, sanctions will be imposed. 

Concern has been expressed that under PPS, hospitals may be prematurely dis- 
charging Medicare patients. Let me emphasize that we have no evidence that there 
is a significant problem. As a safeguard against such practices we require PROs to 
review cases of hospital readmissioiis that occur within seven days of a hospital dis- 
charge. Where the PRO finds that the readmission resulted because of a premature 
discharge, it is required to deny payment for the readmission. In these instances, 
the hospital may not, in turn, charge the beneficiary for the readmission. Where the 
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PRO identifies othe- instances of poor quality it can take other corrective actions, 
including program sanctions. 

Our concern for access and quality extends beyond PRO hospital review. For ex- 
ample, a measure designed to assure access to needed care is the swing-bed pro- 
gram. This program enables small rural hospitals to provide a skilled level of care 
to Medicare beneficiaries who no longer need the intensity of hospital care, but do 
not have access to a SNF bed. Six hospitals in Arizona are currently participating in 
this program. 

We believe that the Medicare prospective payment system together with other 
competitive reforms implemented in the health marketplace and the overall decline 
in inflation have contributed significantly to slowing the rate of increase in the cost 
of the Medicare program and has prolonged its financial viability. When this Ad- 
ministration took office the medical inflation factor was 10.7 percent and is not 
down to 6.3 percent. However, current analyses indicate that by the beginning of 
the next century, the Medicare program will again face a financial crisis. Clearly, 
alternate forms of health care delivery must be evaluated in terms of improving the 
cost-effective provision of health care services to our increasingly elderly population. 

ALTERNATIVE HEALTH CARE DELIVERY SYSTEMS 

An important innovation in providing health care to Medicare beneficiaries is the 
recent change in Medicare's relationship with prepaid health plans. Medicare can 
now contract with competitive medical plans (CMPS) and health maintenance orga- 
nizations (HMOs) on a risk basis. Reimbursement under risk contracts is at 95 per- 
cent of the usual cost of services. We consider these contracts attractive for both 
beneficiaries and the Medicare program. To date, 61 risk contracts have been award- 
ed and about 950,000 beneficiaries are enrolled in these health care plans. These 
plans offer our beneficiaries an alternative to the traditional fee-for-service system. 
Beneficiaries will be free to choose between what we believe will be an increasing 
number of HMOs and CMPs. Among the incentives to join HMOs and CMPs will be 
the additional benefits these plans choose to provide over the standard Medicare 
package. Most importantly, should Medicare beneficiaries for whatever reason 
become uncomfortable with the HMO or CMP, they have the right to disenroll and 
rejoin the traditional fee-for-service Medicare system. 

Another alternative health care delivery system we are studying is the social 
health maintenance organization. The social HMO provides a broad range of acute 
and long-term care health and social services to voluntarily enrolled elderly persons 
for a fixed annual prepaid capitation amount. Four sites (Minneapolis, Minnesota; 
Portland, Oregan; Long Beach, California; and Brooklyn, New York) are now provid- 
ing services. The recently implemented social HMO demonstration will be conduct- 
ed for 42 months and will be evaluated under a separate contract. 

We are also conducting other significant demonstrations to test new delivery sys- 
tems. To improve our ability to target patients for whom expanded home care serv- 
ices will truly substitute for institutional care, the Department conducted the Na- 
tional Channeling Demonstration. Conducted in 10 sites the channeling demonstra- 
tion was designed to determine whether long-term care needs of elderly impaired 
persons can be met in a cost-effective way through a community-based system of 
care assessment, care planning and care management, the project combined innova- 
tive approaches to the organization and delivery of services with broader service 
benefit packages. 

The demonstration was completed this year. A separate evaluation report will be 
completed in 1986. 

To explore alternative approaches to providing and financing community-oriented 
long-term care, we also conducted a cross-cutting evaluation of 13 projects which 
provided community-based services to Medicare and Medicaid recipients. 

The primary objectives include determining both clinical- and cost-effectiveness in 
providing comprehensive care to the aged and the chronically ill. Using providers of 
both formal and informal care, the project identified key factors specific to their 
host communities that contribute to or impede care. The final report on the cross- 
cutting evaluation is under review. 

CURRENT INITIATIVES 

Finally, I would like to describe the Administration's legislative and regulatory 
proposals for Fiscal Year 1986 as they pertain to PPS. They are an integral part of 
our overall efforts to refine the system and will help us hold the line on continued 
growth in health care costs. 
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The Administration will maintain the hospital prospective payment rates for one 
year at the current level. This action is strongly supported by sound programmatic 
reasons for not increasing the rates in 1986. In developing the PPS rates for the 
ccroing year, we have analyzed recent developments in the economic climate of the 
hospital industry which would affect their financial viability under PPS. Specifics!. 
W, when we adjusted the projected hospital marketbasket for 1986 to account for 
decreased costs resulting from productivity increases and the elimination of ineffec- 
tive practice patterns; applied a corrective factor to account for unforecast increases 
in case ma; and corrected an error in forecasting the 1985 marketbasket, our calcu- 
lations indicated that a 4.42 percent decrease in the 1986 rates were justified. The 
General Accounting Office also believes that the rates may have been set too high 
because they were based on unaudited cost reports. GAO reported that this may 
have increased PPS costs as much as 4.3 percent. y 

The regulation contains a number of refinements in the system including a new 
wage index based on our survey data, which takes into account area-by-area differ- 
ences in part-time hospital employment practices. 

a JOZ ^ e fi EL^ e J ,In F e P 16 , introduction of PPS, all DRG weights have been up- 
dated to reflect technological changes, newer hospital practice patterns, and re- 
grouping of certain diagnoses. These new weights constitute the most recent meas- 
ure available of relative resource consumption across the whole range of DRGs. 

Also included were provisions for implementing changes to the DRG classifica- 
tions during a fiscal year. 

Regulations effective for cost reporting period beginning July 1, 1985, have placed 
a one year limit on the maximum amount of allowable direct costs of approved edu- 
cational activities. The limit is based on the lesser of a hospital's allowable costs of 
these activities during its current cost reporting period or during a base year, ad- 
justed for inflation as needed. Limits were applied because these hospital expenses 
are currently reimbursed on a retrospective cost basis outside the PPS which does 
not encourage efficiency in operating approved programs. 

Medicare also reimburses teaching hospitals in additional amount which recoc- 
njzes higher mdirect costs associated with teaching activities. Several years ago. 
HCFA developed a formula for detennining how indirect costs of hospitals increased 
K7qI „ n i° fe 110 / mterns residents to beds. This percentage, currently 
5.795, was doubled by tongressand specified as an additional payment in the legis- 
lation which established the PPS. Since there is no empirical basis for doubling the 
£ n ? u 2s TO teheve the substantial payments to teaching hospitals resulting from 
that action should be discontinued. 

uo^i?« direct * eac ]^ adjustment recognizes, among other factors, that teaching 
hospitals may treat sicker patients with associated higher costs. We have undertak- 
i^^K^!!^?^ IS eaTch e . ffort attempting to identify and define a system 
A^^n?* 0 ?? dlfferen ? 8 J ln seventy of illness among inpatients with similar 
diagnoses. It has been suggested that any change to the legislated indirect teaching 
!!2E!^r£ n * 0ul i d 2*",' ^2 development of such a severity adjustment We dis- 
agree. The formula developed by HCFA was based on recognized increases in actual 
Sff r ^ Programs, which include costs associated with sicker 

patients. Therefore, prior to the legislated doubling, the indirect teaching adjust- 
ment already recognized those costs. 

„25* i^*^ J!- now discussing several proposals, including those put for- 
W ^ ^Tf^ 011 would affect pfe, and will make final determine 

tions during the budget reconciliation process. 

CONCLUSION 

In conclusion, we believe our 1986 Medicare proposals are absolutely necessary to 
™~ Z£ L 00 ™**? « ve re ?°f m ? Previously enacted and bring the growth in health 
care costs more into line with the growth of other areas of the economy. 
-JYu 1 ™ 1 ? 1 c ? J nt i nue our effort to assure that the financial stability of Medicare is 
? <<i^- n r H(w ^^ W S must 1)6 care^ that our efforts do not simply address 
fhp£ n^^J* £ m P la ^s" but reflect a welkxmsidered approach to improving 
wS? J ro J? amfl *^ hK)U ^ E» ltlve competitive incentives. We need to continue the 

n^ftivi Sffi&Ei 9° ngTe8a ^ d P rivate ■8 etor has resXd hi Jhe 
positive trends of the last few years toward our overall goal of making sure that the 
basic health care needs of our beneficiaries will be met in the future. 

Thank you for the opportunity to appear here today and I will be happy to 
answer any questions you may have. FW 

Mr. Kolbe. Thank you, very much, Mr. O'Connor. 



31 



28 



We do have Mr. O'Connor's written testimony, and it will be 
placed in the record. 

Perhaps this is a good point for me to mention that, as soon as 
possible— in about 4 months— we will have a complete printed 
record of this hearing available, and we will make it available to 
those that desire to have that. All the written testimonies will be 
placed in there. 

The next person that will be testifying is Dr. Ted Koff. Dr. Koff. 

STATEMENT OF DR. THEODORE H. KOFF 
Dr. Koff. Thank you. 

Distinguished members of Congress, and the staff, and guests, I 
appreciate the opportunity to share with you, some of my observa- 
tions about the system's problems with the DRG's, with some rec- 
ommendations for change that I hope will be helpful to you. 

I, too, have submitted some written testimony, and will use this 
as an opportunity just to summarize that. 

I have the advantage, perhaps, of having shared observations 
with 10 other long-term care centers, which have attempted to 
monitor the impact of DRG's on older persons throughout the coun- 
try. And my comments are both on Arizona and that which we 
have been able to glean from experiences nationwide. 

I think there are about three mtyor problems, that I can identify 
that seem to be the common thread of the concerns regarding the 
implementation of the DRG's. One is that, in fact, they have 
caused an earlier discharge. Now, whether or not that is good or 
bad is not the question.- but there has been an earlier discharge as 
a result of the DRG's. As a result one of the problems may have 
been that insufficient time has been allocated for appropriate plan- 
ning subsequent to the hospitalization. Not enough time, and per- 
haps not enough money, have been allocated to that segment of the 
system. This perhaps results in the advantage of an earlier dis- 
charge, but there are disadvantages of inappropriate planning 
thereafter. 

The third point that we have observed is that there frequently 
has been a return to the hospital. Again, not being able to correlate 
that only with earlier discharge, this also may be a product of the 
care available after the initial Hospitalization. 

And, finally, one of the more perplexing problems that I see is 
that there may very well be a cost shifting, not just a cost saving, 
and the cost shifting may have gone to families rather than to any 
other organized payment system. So, what you get, ultimately, is 
pressure in many of these cases being redirected back to the family 
members, as we so eloquently heard described earlier. The burden 
to provide the care goes back to the family member, rather than to 
the payment system. 

Well, those are some of the problems that we have identified that 
are the outgrowths of the DRG system. 

I think we need to look at what the opportunities are, however, 
and the opportunities to improve. 

We understand that one of the major characteristics of a long- 
term care system deals with the coordination of services, the con- 
tinuum of services and the issue of case management. Case man- 
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agement applies to the planning, the organized planning for the 
continuum of care. So we have to think less about discharge from 
the hospital and more about transferring to a continuum. And I 
think what DRG's have established for us, at this point, is almost a 
dichotomy between health care systems: The hospital, and the rest 
of the world. m _ . , r 

What is needed is integration, creation of some kind of a continu- 
um in which the person is not discharged but rather transferred 
from one level of care to another. And the issue of case manage- 
ment becomes extremely important in that, because that is a recog- 
nized methodology that is available to provide this kind of transfer. 

The critical issue is, obviously, that reimbursement mechanisms 
do not pay for case management and, therefore, we do not pay for 
a very significant part of what DRG's could achieve, which would 
be the appropriate transfer from one level of care to another. Case 
management is the least expensive part of the care system, and 
case management could make possible earlier discharge from the 
hospital, but with assurance of the continuity of the services after 
the hospital. So, we are being foolish in that we are not recognizing 
a very significant service that is available, and not being supported 
within the DRG system. So we need to think about how to incorpo- 
rate the essence of case management and planning, to get a contin- 
uum going instead of a discrete chop off— out of one system into 
another. . , 

Also, we note very frequently that the significant services provid- 
ed to people at home, as was described in the earlier testimony 
that I thought was so very valuable, are those personal care serv- 
ices that enable people to remain at home, the bathing, the groom- 
ing, the feeding, the shopping, the bed-making, all of those [critical 
services that enable people to remain at home and be rehabilitated 
at home and have the comfort and ease of knowing that they could 
be cared for at home, are not paid for under the current systeira. 
What we need to recognize is that we have degraded a very signifi- 
cant part of the long-term care service, the personal care service, 
and have shunted that out of the mainstream of payments. That, 
also, is a less expensive part of health care, and by saving on it, I 
am sure that we have increased the overall cost of the program. 

And, finally, I think that we have not given adequate concern to 
the problem of the very poor within this system. Because the prob- 
lems of illness are more severe for those who are especially poor. 
The long-term manifestation of their illnesses, the inability to get 
access to the quick services that so many of us are privileged to 
have, cause more problems for the poor. And cost shifting back to 
individual households creates a burden that falls inordinately on 
the poor family, the poor household, where the kids need to work 
to support a family member who cannot work. 

This cost shifting adds to the issue of deprivation of the poor. I 
think it transfers the cost savings to a segment of our society that 
can least afford to bear additional expense. And I think the pres- 
sure is on that segment, and we ought to have to give very careful 
consideration to that. 

My final pitch to you, gentlemen, is that the long-term care cen- 
ters have an opportunity to provide a service to you, and Congress, 
and to our society, by the continuing monitoring of programs that 
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STE S^ lderl ^l^ d, ^ nfort r U1 ? atel y' the administration has decid- 
m£ ^ th 4raw its funding of the centers. I plead with you to con- 
sider the importance of continuing to monitor these programs 
through support of programs such as ours at the University of Ari 

Thank you, very much. 

[The prepared statement of Dr. Koff follows:] 

Prepared Statement of Theodore H. Koff, Ed.D., Director, The Arizona Long 
Term Care Gerontology Center 

ontofo^&nt^?^. 1 ?- ? 0fT - 1 < * m dire ^ r of Arizona ^"8 Term Care Ger- 
ontology center and this testimony is provided as a response of our Drom-am to Jn,,r 

'T^i^^f ?" ta, ff? of #9? ° n older p-OTS? state P ^ your 

fki M-? ap ?^ ant to '•"H,** this discussion that our state does not particiDate in 

MrtK 6 w3l^ !? M P? c,all y significant. In addition, with sup- 

port trom the Flinn Foundation, a study of long term care in Arizona was com Dieted 
^,^ in U 8 ? 0tu ?& a "*» ueet °f the Governor and loadershW thf stateW 
DM? Aj£ to **** ha8 J a "^K" opportunity to examine the taMrttf 

ft i furthering the recommendations of the study of lone tem care in AH,„no 

]£l£?2£?h? t ?# ^ 18 ? V6 ^ toportJtpo^btoe^etop^t^f 
enw tfDRaTJS & »22?f S^-, 1 " Ari«»na, the abwnce of Medicaid, the pres- 
ence oi DKUs and the need for a statewide long term care nolicv have created \mL 
^Ff? u ™ at a timo when the Department^ of HeaSM iCS ^SsrwS h£ 
decided to end funding for all of the Administration on Aging "united fo^Ttem 
^nffteS Now more than at any other tEef ou™ 
u^rSfqulstiS 81,1,1,68 ^ ^ e88entiaf 10 "»Ponoing accurately to your 

and e hl , ?S a ^te f J??H 8 , 0 , n 0U f ? lder P 6 ?? 1 * re< l uire8 careful monitoring and study 
to liSSi?"* a? 1 £S re tl gerontol °ey centers could have been a nationwderesouiw 
dJZ "of D^,° bj w Ve The need for an evaluation compwenUn the 

S £ bl^ 0 „ r HaW te t l er ^niativefunding mechanism may replace them con- 
tinues to be essential. I therefore consider a request for advocacy on helwlf of «in 

fw„f?T .ealtti care providers and recommendations for chance 
J2?t. of ^ m ost significant characteristics of long term care servicesu that the 
S 088 IE? "I* 1)6 o^ 6 * 1 out » a hospital; they^an be froffinTtte person's 
hZ% li^ te h m m ( e ,'rf° ngr ^ ate houa 4 community serv?S ™?ee or Sm| 
aTto aU^^p^i e, T^ 8 iu e8 f ec ' aB) L th06e neede « following hospitalization 
are tp a large i measure services that support activities of daily lmwr fi e dreXlinff 

caS'cufe'e^' ?™ generally^Vr^to t JSSS 

care or custodial care services. An individual's recuperative potential mav be re- 

teato^d^rSr"^ ^ d n )J 8USed me^ca&utiCSty tti^ 

SukZS!!! 1 and home delivered services. Such a cSmgeloay re- 
irthm 9 "gnificant shifting of the locus of service rather than a reduction in tSe 

fcSL5, r » the t ? im8fer insufficient funds available to payfor eiSercase 

b^Swftin^ care services at home. We behest there m^ 

Sni.v^^Sf S? t ?„°; e hospital to home delivered services, nursing homes or to 
fanuiy resources without provision of supplementary funding for the nonhospitaJ 
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services that would permit them to continue the high quality services initiated in 
the hospital. , Tmn . . , 

It has been our experience, based on the development of LTC services that, to be 
effective, LTC services have to be organized in a continuum that includes various 
levels of care, among them those services that are appropriate for post-hospital 
follow-up in order to support the person's ability to recuperate and be restored to 
wellness at home. , . 

A distinctive characteristic of long term care, in addition to its having a coordi- 
nated continuum of services, is its taking a rational approach to the problems relat- 
ed to the transfer of persons from one service center to another by providing case 
management. t 

The comprehensive, coordinated package of service to those older persons disabled 
because of chronic illness, referred to as long term care, should offer continuity of 
services that are coordinated with the assistance of case management. In such a 
system patients would not be discharged from the hospital to another service net- 
work that has different rules and funding. Rather, case management would be 
called on by the hospital when a patient is admitted and would begin to prepare the 
family and household for the planned, scheduled transfer of the person from one 
service site to another. , . 

In the assessment of the individual to determine readiness to leave the hospital 
primary consideration is given to the person's medical condition, response to treat- 
ment and the progression of the treatment plan. Yet of equal importance to an 
older person's ability to recuperate at home is the availability or absence of person- 
al care services or family supports. Given sufficient advance time and the involve- 
ment of case management services, a careful assessment of the individual s personal 
care needs and the personal care resources of the household could be conducted. 
This is important in order to determine what resources will be required to support 
the person at home following hospitalization. 

Some providers have reported that fewer transfers would have been made to nurs- 
ing homes instead of to home care programs if adequate time had been devoted to 
preparing a plan to bring together the resources necessary to make a transfer to the 
home a viable alternative. . . . 

Some providers have also reported an increase in the number of readmissions to 
the hospital that may be a product of too early a discharge or inadequate provision 
of home delivered services. In the overall picture, insufficient time has been given to 
the development and availability of home delivered services and insufficent funds 
have been allocated to the provision of these services. 

Careful consideration should be given to the inclusion of case management in anv 
health cost containment program so that a package of services could be made avail- 
able following hospitalization. Appropriate funding of this component would permit 
realistic determination of actual costs. 

More and more individuals who may be temporarily impaired after hospitaliza- 
tion require a mix of services that will enable them to return to a functional status 
and avoid further costs for institutionalization. Providing and financing a range of 
community services are critical to an effective long term care system. Policy and 
funding priorities must be re-ordered to include them if we are to have a long term 
care system that responds to the need of the elderly. 

WHAT IMPACT WILL DRO'S HAVE ON POOR PEOPLE? 

Poor and non-poor patients have some different characteristics. The poor general- 
ly C03t more to treat, stay in hospital longer and may be more seriously ill They 
may wait longer for treatment and have fewer supports at home. Cost shifting to 
reduce the federal costs of caring for the poor usually results in increased costs to 
another level of government such as the county or in the denial of supports not cov- 
ered by Medicare. Poor housing, limited family resources or working family mem- 
bers often make discharge of members of poor families to their own homes difficult. 
As a consequence, poor older persons may frequently be returned to the hospital or 
have to be placed in a nursing home rather than be cared for at home. In DRGs, as 
in other programs, reducing funding of health and social services may mean that 
the poor older person will suffer the greatest loss. In Arizona county governments 
will be required to step in to meet the needs of its medically indigent 

In summary, I want to list some of the critical issues related to DRGs that should 
receive your careful attention. 

The long term care system is dependent upon the coordination of services in a 
continuum. The DRGs seem to have caused greater separation between hospital and 
non-hospital care because of the absence of a coordinated funding plan to bridge the 
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^1^,3? Program should have an evaluation component to provide answers to 

Mr. Kolbe. Thank you very much, Ted. Dr. Duncan. 

STATEMENT OF DR. DONN DUNCAN 
Dr. Duncan. Thank you. 

irrp^mo? }* e to thank the members of the subcommittee and Con- 
gressmen Jim Kolbe and John McCain for this 

IV" jS^Jr Wld *^ 0 H *? £ e ^"ophone up just a little bit? 
dress" ^Z$$™ mSl F ° r thiS ° PPOrtUni * 10 * here - d a* 
Can you hear me, now? 

£■ testis as* You iust needed 10 1,6 «*- 

Mr. Kolbe. That's OK. 

tim^;?^ 0 ^" r u m gla . d 1>in not the last speaker. The eloquent tes- 
Sftrfi heard is really covering the topicTrFweU, 
especially Ms. Smith, who I thought was especially eloauent to 

In the late 1960's, and into the 1970's, people in the health care 
miZ 5 W6re attaB P*Sw to And a way tomeasure : quality 2nd to 
tTe^sTereTrnS ^ * h °^ M *** th * ^hy 

What the DRG did, which is actually quite exciting for an indus- 
try J h $ i 8 P 0 d 38 health care is for the first time it eaveTt a reaJ 
tesf^PlS 1 ^ 011 - J 116 definiti0 «. before in heatth £JFSL a Mori 
test an electrocardiogram, a chest x ray, those things that hao- 
pened to you in a hospital. After the DRG's, for thefirst time tf!e 

cn e um!r n W f ere K then the u di^is and the treatmSn?^uiS5 for 
pneumonia, for having a baby, for breaking your leg rw * uireu ror 

lhe implications of this are significant, when for the first time 

we can now compare hospitals and doctors And there is much ^ 

"toment m the system, because, as we have seen, thereTe now 

comparisons that can now be made between the hospital and tK 
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doctors. In fact, there are many times when we sometimes do too 
much for patients. 

For example, routine chest x rays are perhaps not only not indi- 
cated, but in the long term, may be somewhat harmful, when accu- 
mulated with other x ray exposures. So, this system has actually 
done quite a bit to help us compare and look at, in an educational 
sense, and a very positive sense, at health care. 

We are here today, to find if we are moving toward an incentive 
that will create an environment where we do too little, and all of 
us are very concerned about that. And I appreciate the first panel- 
ists, especially telling us their situations, and Dr. Koff, in particu- 
lar, who has told us that we are now having a shift from the excel- 
lent care in the hospitals to additional care which is needed outside 
of the hospitals. 

The system, itself, must be remembered to be a very dynamic 
system. The dynamic system of health care is always changing, and 
the system per se is not a threat, I do not believe, to health care. 
The greatest threat, are the methods and the manner in which we 
reimburse and give incentives in this system. It is the challenge of 
Congress and of HHS, and of HCFA, to make sure that the DRGs, 
or the reimbursement system, is appropriately given the monies for 
inflation, the cost of goods and services for new medical technology, 
and for education that is needed within the system. If the system 
does not receive adequate money, the incentives will be for further 
early discharge, for less testing and for less treatment, and the 
system will respond in that manner. 

So the challenge is, to our Congress and to HCFA, to make sure 
that there is not an artificially set low payment for particular 
DRG's, because the system will indeed respond to inhibit accessibil- 
ity for these DRG's, and for the things that we have heard in the 
prior testimony. 

I had also the same concerns about quality, and so the first study 
we embarked upon was to look at the local institutions, where we 
could not find specific objective evidence of premature discharge in- 
juring patients which is most critical. They could not find that oc- 
curring. 

The Pima County Medical Society hud 27 written inquiries last 
year, where there was no evidence that the PPS or the DRG 
system was specifically decreasing the quality of care. 

The Arizona Hospital Association had 120 inquiries during the 
same period, again, without implicating decreasing quality of care 
in the DRG system. 

The PRO organization, which we have heard described, and Dr. 
Shapiro and Mrs. Nixon are here today to discuss this with you, is 
the former HSAG or Health Systems Advisory Group for the State 
of Arizona. They recently reviewed 40,000 Medicare discharges. Of 
those 40,000 Medicare discharges, 440 were readmitted within 1 
week or within 7 days— 12 of those 440 chart examinations were 
potentially implicating premature discharge, and I think the study 
is ongoing at this time, to see if that indeed has occurred, but it is 
not a strong indictment of the decreasingquality of health care. 

Let us look at the other side, where Dr. Koff has just given us 
testimony. We also went to the nursing home, which is the next 
level of care after the acute inpatient hospital care, and indeed, 
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padty nVir0nment iS heiBg S0r6ly 8tre8Sed and stl etched, in its ca- 
They are having significant problems. For the first time, one of 
the large institutions in this county has started IV. therapy, which 

dition, they have what they call an acuity measure, where thev are 
measuring the acuity of the patients that thS^SSTto? the 
hospitals. They have found that there is an iicreasinglyTeater 

asgod. Their patients however, are also coming to them somewhat 

I certainly agree with the prior testimony, and the need for 
making sure that we have the funds for the neit level of cSSafteJ 
inpatient health care. We must remember, thougMhat S£e iS 
certain advantages in not being in a hospital In the Ktal ThS 
may be application*. Fifteen years ago, when you Ld you^hemS 
operation you were in 10 to 15 days. Now, you go in overnight Sid 
in some instances, as an outpatient. However, 15 yeara ZfpWle 
slmet^rS 6 ? 15011 ^ de ? 8lo 5 ed ^oniial infflnHid 
SSs in ^f^lTT ^ we have ■« ^ certain 

twl^f; r. r 1X6(1 ba & which we are trying to understand 

£mi„J \TJ^ ty - °jf% e ma y. have ^deed improved We must keep 
in mind that is indeed occurring. 

,JS ^^"""J"*^ the . re 18 a mowing need for support on the 

985 fe ho^e^ltr nti ° ned ; In u the la8t 2 y eara ' f ™« 1983 to 
home health care units have increased from 4 to 26. The 
marketplace is not wrong for long. When they realize there to a 

fulclnTchknge" ^ C ° me *° that ' and 1 think that to a sig 

cre^in n tn^Jo™ m l I • nity, ? th i n there has been an in- 

SSfq^iiSl^ u tl0n 811(1 , referral ^^i^ 8 requests of 140 per- 

T !?i^ n i deed, 4 We , have . a real need that we must address. 

I would like to close by stating that, in a country which to as 
E3£P? «. o™. «nd where we have 12 percenter p^latio^ 
ESfe,^ n6edmg ' ^PPre^niately 50 percent of our tohospitS 
Ki^ZS ^ ^ needs are adequate alternatives 
alternative^ hoSpitallzatl<)n and adequate reimbursement for those 

^ im P9ftont that we do not change health care in our rush to 
liSS^te 6 mcent ives. The practice of medicine, and the r 2 
lationship of doctors with their patients to very special and our 

HlT^ 1 18 the ^ in the worirrSctora from 

all over the world come here to train. Patients come here to be 
treated, and let us not arbitrarily make decisions to chanle suoeS 
onty to mediocrity, and quality to inadequacy. * ** 

I thank you. J 

[The prepared statement of Dr. Duncan follows:] 

Prepared Statrmfnt op Dr. Donn Duncan 

Ho T JTiC' S^t?J { n ^l S . ubcom ?^ o" Health and Long-Term Care of the 
KSStS'aXT^ Congressmen John McCain and Jim Llbe* 
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BACKGROUND 

I am a physician engaged in the active practice of otolaryngology and head-neck 
surgery, and was elected as Chief-of-Staff of one of our local hospitals. During that 
period 'he Joint Commission of American Hospitals (JCAH) first required hospitals 
to have a quality assurance program written and in place. Upon investigation it 
became apparent that to measure quality, medicine had to have or develop a better 
definition of its products. The diagnosis related group (DRG) system for measuring 
resource consumption satisfied that need. The search for this system led to my par- 
ticipation with members of the original development group from Yale University. 

OVERVIEW 

The most important aspect in evaluating the effect of the Prospective Payment 
System (PPft) with DRG's is that the system is being used in a dynamic and rapidly 
changing environment, health care. It is not this system that poses the greatest 
danger in compromising the delivery of health care to the elderly, but the possibili- 
ty that decisions by Congress or the Health and Human Services (HHS) are political 
decisions where rates are set artificially low, and do not truly reflect inflation and 
the real costs of goods and services incurred by providers. This has the effect of am- 
plifying the incentive for early discharges, inadequate testing and treating, and in- 
appropriate admissions. Another aspect of the dynamics of health care is seen in the 
continuing evolution of new medical technology, disease treatments, and diagnostic 
techniques which require that the regulatory mechanism is sensitive to these 
changes and reflects these needs rather than penalizing the system. 

RESPONSE TO QUESTIONS 

Does the DRG system place physicians under increased pressure to discharge pa- 
tients earlier than would otherwise be the case? 

The DRG system unequivocally increases the pressure for earlier patient dis- 
charge through several avenues. The existence of the system for the first time gives 
an awareness of the economics involved especially to the physician as well as the 
hospital. Previously the "cost-plus" reimbursement environment not only did not 
motivate this economic concern, but in fact rewarded inefficiency. The system now 
gives the physician, when discussing discharges with patients, supportable reasons 
for "timely discharge" rather than 'xon> ent discharge". 

There is also evidence that some institutions may be exerting pressure, albeit 
subtle, on physicians to discharge patients earlier through the profiling of physician 
"winners" and "losers" relative to DRG reimbursement and presenting these in an 
open environment, i.e. staff, department meetings, with the implicit threat of privi- 
leging. There will be mistakes made in decreasing the length of stay (LOS), but it is 
the intent of the system to shorten hospital stays. Even with conscientious physi- 
cians there has been slack in the cost-based system, and physicians are sincerely 
trying to make the new system work. 

From this new incentive there are several beneficial outcomes which result in 
better utilization of hospital resources with earlier discharges, sequencing, test 
scheduling, operating room scheduling with weekends and extended days, A.M. ad- 
mitting for surgery, and timely initiation of discharge planning. A study conducted 
by McKinsey and company demonstrated as many as 42 percent of all inappropriate 
hospital days can be attributed to delays in discharge planning. 

Does the DRG system create cost-saving incentives which create the danger of 
compromising the delivery of medical care to the elderly? 

The greatest danger in compromising care is in refusing treatment to patients in 
those DRC's where the reimbursement is inadequate. Once patients are "in the 
door" or admitted it is the nature of the system to deliver and protect the quality of 
care through quality assurance programs, risk management, and Professional 
Review Organizations, in addition to the specter of malpractice. An argument can 
be made that though increased savings might be realized by placing physicians 
under a DRG or similar reimbursement system, the current status creates a 
"healthy tension" between physician and hospital without discouraging screening, 
testing, and extended stays, when felt to be indicated by the "not at risk ' physician. 
However, in the capitated systems such as HMO where shorter stays and fewer ad- 
missions are recorded, it appears that quality has been maintained. There is con- 
cern that this is short term and that there may be a deferral of care. 

In Arizona, to determine if outcomes manifested by patient complaints implied 
premature discharge or compromised quality, several institutions were queried. 
Tucson Medical Center, Pima County's largest acute care facility with 650 beds, re- 
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that the quality of health care does not deteriorate? 

JL™ ' - e n, area .° f refusing Patients' accessibility to health care that is of greatest 
concern. The natural check and balances of the system take over when the Mttent 

^7 1,tt f^ £ fa ?" tical the DRG reimbursement Khemfaccurately £ 
costs of dehvering services, especially if potentially all hospitals in a par- 

no W«h ~fciS mhlb,t "f 888 t0 u care because the DRG payment is predictably 
not high enough to cover costs for that particular DRG. For monitoring, t hTpRO & 
the appropriate source, as they are collecting and have access to data HCTA should 
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nnd Referral flervlcee reported on Increnee In rcqueeti of 140%. We are returning in 
part to the pre-insurence coverage era, when many lllneseei were cared Tor out ol 
the heeplUl. It will take a period of time before the reclplenU of this care are able 
to eort through all the confoilon that It occurring. What the iyetem needi are ade- 
quate alternatlvee to acute care hospitalisation and adequate reimbursement for 
tnoee alternatlvee. , B , , . . M . u . 

It If Important that we do not change health care In our ruth to change health 
care Incentive*. The practice of medicine and the relotlonthlp between doctors and 
their patient* if very special. Our health care tyetem If the beet In the world. Doc- 
tort from all over the world come here to train, patlenU come to be treated. Let us 
not allow political decltlont to change tuperlority to mediocrity and quality to Inad- 
equacy. 

Mr. Kolbe. Thank you, doctor. . * 

Whenever we try to put together a hearing like this we try to 
make it as balanced as possible, and make sure we cover all the 
bases. But I think it is likely, based on what we have heard here 
today, that we neglected in not including somebody from the Peer 
Review Organization. And fortunately, he is in the audience, and I 
am Just going to ask Hr. Lawrence Shapiro if he would just come 
up and Join us and make a comment. , 

Several people have asked how does one contact the Peer Review 
Organization, and perhaps comment on some of the things that 
have been said. Dr. Shapiro, would you join us up here, at the 
table? . . 

Thank you for this impromptu addition to the panel. 

STATEMENT OF DR. LAWRENCE SHAPIRO 
Dr. Shapiro. I would like to take advantage of this opportunity 
to make just a few comments about the operation of the Peer 
Review Organization for the State of Arizona. We are hired by the 
Federal Government to attempt to be certain that the care provid- 
ed to Medicare recipients in hospitals is appropriate care. That is 
to say, if the patient is in the hospital, they need to be in the hospi- 
tal, and if they are going home, they are ready to go home. 

What our goal is, is to make certain that the care provided is ap- 
propriate to the patient's needs. 

Now, in days before prospective payment, or DRG s, the problem 
was always that patients might stay in hospitals for longer periods 
of time than was actually necessary. And, now, things have re- 
versed, and people are concerned that they might not stay in as 
long as they actually need to. It was mentioned that the average 
length of stay for Medicare recipients since the DRG's have been in 
effect, the average length of stay has decreased. But I would point 
out to you that one of the reasons that it has decreased is because 
many procedures that used to require hospitalization for say, 2 or S 
days, namely, the most common of all Medicare operations, cata- 
ract surgery. Those are no longer hospital admissions. So, with the 
absence of many, many 2- to Way stays, of course, the average 
length of stay for Medicare recipients goes down. % 

Mrs. Soash, in her earlier testimony, tells us many things, but as 
we all observe her, we see a woman who is in command of her fac- 
ulties for the most part. That is to say, absent the left arm. We see 
a woman who needs care but the question is, do we see a woman 
who needs to be in the hospital? The answer is likely, no. She 
needs help. She does not need to be in the hospital, and Dr. Kofr is 
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Mr. Kolbe. Right. So, you 

Dr. Shapiro. We will provide for you our mailing address. 

Mr. Kolbe. Thank you. I appreciate that, and we will put that in 
the record, if you would do that. 

If you do receive a letter from an individual who feels that they 
have been incorrectly discharged, you would put that in your 
system, then? 

Dr. Shapiro. Yes. 

Mr. Kolbe. Let me go back and ask you a general question on 
something you said. 

You referred to the decline in the length of stay and the fact 
that modern technology and better medical care is contributing to 
that. Is it your view that that is more the contributing factor in the 
decline of stay in the hospital, than the DRG system pushing on 
the cost end? 

Dr. Shapiro. I think, when we talk about average length of stays, 
and we find that, in the State of Arizona, that the average length 
of stay has now fallen by about 1 day, we think that is the prime 
explanation, yes. 

Mr. Kolbe. That raises another question, and this is a question 
that I would address to the entire panel. 

If, indeed, modern medicine and technology is driving down the 
length of stay and the length of stay can be shortened, then, obvi- 
ously, that suggests that we need to go back and constantly refine 
the DRG system to reflect that. Then we have shorter length of 
stays. Then there is more pressure to put the length of stay down, 
even further, so how do we balance that? How do we know when 
we are pushing too far on that? 

Dr. Duncan, would vou like to start? 

Dr. Duncan. Yes, thank you. 

I think there are two very important points to make. One of 
which I did make and the other I neglected. That is, first, make 
sure that the system is paid for its cost, and costs that have given 
us the high standard of health care we now have. 

In other words, medical technology costs, true inflation costs, the 
costs of delivering goods and services. 

We do not want Congress or HCFA to ratchet down inappropri- 
ately the reimbursement to the institutions. I think that is an im- 
portant point. 

Second, and— one of the few times I am going to disagree with 
Ms. Smith's terrific testimony— in that it has occurred to me that 
the healthy tension that exists between physician and hospital may 
be a good thing. We are the patient's advocate. 

If we bring patients within a physician DRG or an RVSFR, or 
whatever system is currently being contemplated, the patients, 
themselves, may have lost a real advocate for an extra stay, an 
extra test, things that the physician now feels somewhat free to do, 
although there is pressure. I would hate to see us lose this. 

It is my recommendation that consideration be given to not in- 
clude physicians in the system, so they remain truly the patient's 
advocate, and that will, in a large part, protect the patient within 
the system. 

Mr. Kolbe. Thank you. 

Would anyone else like to comment on that? Mr. O'Connor? 
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thiW^'^Qu ^ r Ch . ai ™an. I would like to underscore some- 
thing that Dr. Shapiro pointed out. 

Mr. Kolbe. Pull that microphone up close to you. 
i ^Tu ° t . CoNN0R - In connection with the change in the averaoe 
length of stay, remember that is just an averagf. The actual S 
that any patient goes home depends on his ownVhysiciaS mSdiat 
judgment. In some cases, the pVysician is going to Judge ?hTwtK 

Dr. Koff. If I may be repetitious, again. 

stav buTraTLr «S reduction in the average length of 

stay, but rather the availability of appropriate follow-UD And I 
think the reduction in the hospitalization stay has ^many verv^si! 
tive characteristics. But we have to complement that SSS 
nities for appropriate care when the patfent omJh^BBSSSt 
£no Sif 8 " 8 PiW nt L for that appropriate care, because thfSSefa 
generally available, but folks do not have accesstc >the oa^enl 
that would enable them to use it appropriately. Payment 

lis tha?° l£fi£Sft M A y °, U ?^ in y° ur 8 P° ken testimony to 
us, that— you referred to the fact that we ought to make all th* 

refinements we can, whether it is severity of iUnew ?r whatever 
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diSent l n vul he 8< l verit y° f m ?<**> and we have regional, and also 
oWerent labor coste, and we have refined the DRG group so that 
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«f£ Z w a* fa ? tor > we are getting away from the averagX! 

re7mb™LM d fo Pretty • 800n f , we are back to a where* § 

reimbursement for services for every single case. It is an individual 

Mr. O'Connor. No, I 

Mr. Kolbe. Is that not 

Mr. O'Connor. I would disagree somewhat. 

ine payment— for example, if you can refine the DRG what vou 

fnto^nft^ tme * ^Sf 8 ' 
'luLZ uT ^OW' some of them may be more expensive than 

I hope that helps somewhat. 
Mr. Kolbe. That helps some. 

I will ask the next panel this question, as well. But I have heard 
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Well, Dr. Duncan can answer, and you can, also, Mr. O'Connor. 
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Mr. O'Connor. So far, we have seen remarkably little in the way 
of attempts to manipulate the system. 

Remember when the system was being debated before Congress, 
one great concern was that hospitals would attempt to overcome 
the payment limitations of the DRG system by admitting more pa- 
tients, and therefore getting more DRG payments. That did not 

eventuate at all. , , . . 

The number of admissions has gone down under Medicare, just 
as they have in all other programs. * 

I think there will be cases in which there will be disagreement 
between HCFA and the hospital on whether it is this DRG or that 
DRG, but we really do not see or have we, as yet, developed evi- 
dence of any systematic attempts that are wide scale. We have 
some cases that we have under investigation, and I should say, in 
that connection, if there are hospitals that are discharging people 
against the doctor's order, and harming their care, these cases 
should be reported to the PRO or the Health Care Financing Ad- 
ministration in San Francisco, because those hospitals should not 
and will not be in the Medicare Program very long. 

There are provisions of law passed by Congress by which such a 
hospital will be excluded from Medicare, and we will move to ex- 
clude them when we get a case like that. Each case we find is pres- 
ently being investigated. If you have a case, send it in. 

Mr. Kolbe. Dr. Duncan, did you want to comment on that? 

Dr. Duncan. One final comment. 

Statistics just released by the American Hospital Association are 
very interesting in that we may have rung all out of the system 
that we can. The first quarter of this year, they have seen the 
length of stay begin to rise 1.1 percent which means we may have 
bottomed out, which is of great concern. 

In addition, the cost per patient per day has increased dramati- 
cally, and is approaching 11 percent in their studies. So, again, it 
behooves us to be very careful not to put further disincentives into 
the length of stay in the reimbursement formula that they receive. 

Mr. Kolbe. Could that rise in the cost be, in part, because, if we 
are discharging patients at the other end earlier when they do not 
need the hospital care, then those that are in are more severely ill, 
and truly need the hospital care, and that costs more? 

Dr. Duncan. Exactly. _ 

Mr. Kolbe. I really do not have any more questions. And I want 
to let John have a chance here. But let me ask one final question 
ofDr.Koff. —j 

You talked about case management, and I could not agree more, 
but who ought to have the primary responsibility for case manage- 
ment for patients? Do we need to add a whole new layer in this, 
and should that be the physician? Do we need to have a new pa- 
tient advocate or the primary physician for a patient? 

Dr. Koff. I think we have a structure established now that can 
serve that well, and can be utilized in that way. In many communi- 
ties, it alreddy is assumed that the Area Agencies on Aging net- 
works, appropriately located throughout the whole country, wher- 
ever there are masses of people is the structure. These organiza- 
tions are prepared to assume that responsibility. They have been 
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Mr. Kolbe. Thank you. John. 
Mr. McCain. I will try to be brief, 
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Dr. Shapiro. I would, though I certainly would not disagree too 
strongly with the Congressman. 
Mr. McCain. Lots of people do. 

Dr, Shapiro. I would point out this to you, that it has been sug- 
gested here that hospitals today are different than hospitals used 
to be, in that the patients who are in hospitals today are much, 
much sicker than they used to be. And the reason for that is, that 
if you are less sick, you can receive services outside the hospital. 
You do not go into the hospital. , « , 

For instance, if in days gone by, you had 100 patients admitted to 
the hospital, 20 of which had cataract surgery, and stayed 2 days, 
and the other 80 did not, the average length of stay there is affect- 
ed by those 2-day stays. Now, you do not have any cataract patients 
admitted, or almost none admitted, so, tho 100 patients are all sick. 
The average length of stay is going to go up, but only to a point, 
you see, and then it is going to level off. This is one point, 

Now, as far as the pressures that might be put on physicians by 
hospitals to discharge patients, this really is nothing new in that if 
we go back to the beginning of Medicare, there were always points 
along the way where the Government would ask that we reassess 
the need for hospitalization, you see. And that is being done, and 
when the need is no longer there, the hospital will call this to the 
physician's attention and the hospital may very well say that this 

Eatient is not receiving acute care at this point, and is it not possi- 
le to discharge the patient. 
Mr. McCain. Thank you. 

Let me just make one quick recommendation to you before my 
final question. And that is that your organization, return and ex- 
amine ways to make your deliberations more open to various advo- 
cacy groups, such as the AARP, the Gray Panthers, and others, so 
that they can feel that they are a part of the process. I believe that 
is very important. 

Very briefly, for the other three witnesses, I am concerned about 
the severity of illness index. Numbers indicate that the fastest 
growing portion of our aging population is age 85 and over. My in- 
formation is that somewhere around 150,000 Americans in the year 
2000 will be over the age of 100. And, to me, this puts a different 
emphasis on the DRG's, in that it is obvious that the older Ameri- 
cans need or require different kinds of care than those at age 65. 

I will briefly ask the other three witncases for their thoughts on 
the severity of illness index. We can start with you, Dr. Duncan, L 
you would like. 

Dr. Duncan. Thank you. And it is a very appropriate question. 

The reason that it has not been specii*cally addressed, and put 
within the DRG's, is that it may not be directly related. The seven- 
ty of illness is not necessarily directly related to the resource con- 
sumption within a hospital. For example, ^one of us can be more 
terribly ill or sick than dying of terminal cancer. Yet, when that 
patient goes into the hospital, he consumes the least resources of 
most patients in that institution. 

A person that goes into the hospital wit* 1 acute chest pain, and 
not having a heart attack, +hat person wi ^lobably consume more 
resources in the hospital man the perf who does have a heart 
attack, through investigate and r 1 Ter tests. So, all attempts to 
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directly relate the severity of illness and resource consumption, 
which is the key that we are trying to address here, have been to 
no avail at this point. 

However HCFA, I know, is working on trying to integrate this, 
the group that I am associated with is working with perhaps the 
leader in this, Susan Horn, from Johns Hopkins. This is being ad- 
dressed, and I am hopeful that this will be put into the formula in 
some manner. 

Mr. McCain. Dr. Koff? 

Dr. Koff. Congressman, I think, in addition to what you are 
S' 18 £"> issue * hat 1 wish we had more time to talk about, 
which might be called compression of morbidity. I think the thing 
that we will find is that there will be more people living a longer 
life in better health, and that will be a product of more money £ut 
opportunities for living during their youth and earlier 
stages ol lile, but will come into a very severe period of a few years 
of severe morbidity, and I think we have to look at the system and 
some ol those changes where there is a postponement of very high 
coste to a very brief period, and the need to have services available 
at the intensity required at that time. 

For the time that we have, now, I would just like to offer that as 
another thought related to your comments. And I think that we 
have to look at those changes, as well. 

Mr. McCain. It is my understanding that 30 percent of health 
mratK Kfe aV6rage American "e during the last 6 

Dr. Koff. Yes. 

JJr. M cC AIN - That, obviously, illustrates your point. 
2Jr. O Connor, would you care to comment? 

J^;£!? N i N011, I v t ¥ nk tha U' certainly, the question is not simply 
severity of illness, but many factors inside of a particular DRG that 
cause a disparity in the resource consumption for that DRG. Now, 
£ tor md u lc f te j 1 ' experts are working on that. I would not 

^S^J^^^f- th6y u come UD ^ when thev «e finished 
i* their deliberations, but I just hope that they do it well. 
Mr. McCain. But do you agree that there is a need for this? 
,,1 O Connor. I think the DRG system is a brand new thing 
thoroughly ' 811(1 1 thlnk every 880601 of 11 ought to be studied 
JJr. McCain. Thank you, very much, sir. 

Mr. O Connor. If I may, sir. One thing that I would point out is 
that a number of people have talked about the need for improved 
n!^? !? the C0 T m J mun !ty- I would point out that in my pre- 
pared testimony, I described three kinds of demonstrations that are 
n ™ und erway in our department, one of which is a national chan- 
neling demonstration where the demonstration is complete. It is 
now in the evaluation stage. There are several other very signifi- 
cant demonstrations, such as social HMO's and I would like to rec- 
ommend that section of my testimony to you if I may. 

Mr. McCain. Thank you, very much. 

*,v M i r- M T- 9 ,Conn °r. I read that with interest. I was par- 

ticularly interested m that national channeling demonstration. 
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I have a lot of other questions that I want to ask. Perhaps, we 
will have another opportunity to do so. I wanted to conclude with a 
couple of questions. 

Dr. Duncan, in your written testimony, you said that the greatest 
danger is that the political decisions are going to override the med- 
ical decisions in the DRG system— the real demands of the health 
care system, and it certainly is a real danger. 

Do you have any suggestions to those of us who are politicians 
and have to make political decisions, as how we might guard 
against that type of development? And I might ask at the same 
time, would it be your assessment that the administration's recom- 
mendation that the DRG reimbursement be frozen at the current 
level this year is an example of political decisions being made re- 
gardless of the medical decision or the cost data decision which is 
available to us? 

Dr. Duncan. Yes. The answer is yes and that is correct. I gave in 
both my written testimony and part in my oral testimony, that 
what is perceived is the system appears to work well. It is how we 
manipulate the system that is of concern. And I did not say that it 
will happen, but we are very concerned that, if the rates of reim- 
bursement are set artificially low, and not truly reflective of the 
costs that the providers have due to the inflation, the costs of deliv- 
ering services, medical technology and of education, things that go 
into the true cost of health care, then the incentives will be accel- 
erated for discharging, less testing, less procedures, that the pa- 
tients may need. 

Mr. Kolbe. Thank you. 

One last quick question to Dr. Shapiro. The chairman of the 
Select Committee on Aging has introduced a bill, H.R. 1970, which 
addresses many of the things that we are talking about here today. 
One of its suggestions is with regard to Peer Review Organizations: 
It mandates that the PRO's would have to devote at least one-half 
of its efforts under the contract that they would have with the 
HCFA to quality assurance activities. Could you give us your reac- 
tion to that? 

Dr. Shapiro. I think it is an essential part of our job, now, to 
focus our attention on quality issues. We really do not ever look at 
a hospital chart without addressing the question of quality. This 
happens whether we might be looking to see whether the DRG 
coding was appropriate. We still look at quality issues in every 
chart that we study. 

Mr. Kolbe. But that can very often be a fairly narrow scope in 
the way you are addressing that question? 

Dr. Shapiro. No. I would point out to you that there could not be 
too much emphasis placed on quality. I agree with you, there, but I 
would say with our present operation, we certainly do focus our at- 
tention on quality, and often times, if for instance, reviewing for 
one thing, we pick up quality items which we bring to the attention 
of physicians and the doctors — of physicians and the hospitals, 
pardon me. 

Mr. Kolbe. Thank you, very much. 

We will take a 5-minute break, while we get the next panel up 
here. And we will resume as quickly as possible, in 5 minutes. 
[Whereupon, a brief recess was taken.] 
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Mr. Kolbe. The third panel that we have with us, are individuals 
from the State Medical Society, the Hospital Association, and the 
Home Health Care Medical Personnel of Tuscon. 

The first individual we will hear from is Dr. Gary Henderson, 
who is the president of the Arizona State Medical Society, and a 
physician here in Tucson. 

We also have Tom Plantz, who is chairman of the board of the 
Arizona Hospital Association, and also the head of Carondelet 
Health Care Systems, here in Tucson. So we have both organiza- 
tions with their statewide presidents here in Tucson, and we are 
very pleased to have them with us today. And a third, is Robin 
Klaehn? 

Ms. Klaehn. Klaehn. 

Mr. Kolbe. Klaehn. Robin Klaehn— I was right— Robin Klaehn 
who is a registered nurse, and is the Head of the Medical Person- 
nel Pool of Tucson. 

We will begin with Dr. Henderson. 

PANEL THREE, CONSISTING OF DR. GARY HENDERSON, PRESI- 
DENT, ARIZONA STATE MEDICAL ASSOCIATION, TUCSON, AZ; 
TOM PLANTZ, CHAIRMAN, BOARD OF L (RECTORS, ARIZONA 
HOSPITAL ASSOCIATION; AND ROBIN A KLAEHN, REGIONAL 
ADMINISTRATOR FOR MEDICAL PERSONNEL POOL IN ARIZONA 

STATEMENT OF DR. GARY HENbERSON 
Dr. Henderson. Thank you very much. 

I am glad to be here today, to represent the medical society, and 
I have prepared a series of remarks to the questions that were 
asked of the Arizona Medical Association. 

I will try to just give you a few highlights of what I had to say in 
my testimony, and try to make this as short as possible. I realize 
the hour is getting somewhat late. 

I would first like to say that the State medical association has 
not been dealing with the DRG issue in a big way, and one of the 
things that we have really been dealing with, is something that 
probably is not as germane to this panel, is the malpractice issue. 

I just mention that to say that one of our concerns in the medical 
association is in that particular area, and we are directing a lot of 
our attention. So that, when I got the call to appear before the 
committee, today, I did not have as much knowledge about DRG's 
as I might have. I am certainly more knowledgable about the mal- 
practice issue. That is something that I think affects the practice of 
medicine and the concerns about the medical profession in the 
future. 

It is also very difficult to express how deeply the physicians feel 
about the DRG issue, and I may not be as good at expressing it as I 
might be, but I will try to tell you that, sometimes, we feel that the 
DRG system will in fact drive a wedge between the hospitals and 
the physicians. Yet, so far, to the best of our knowledge, it has not 
occurred in this State. 

We have — at the hospital where I practice— we have a DRG sub- 
committee. They are paid by the hospital. I asked the chairman of 
that committee, before I appeared today, if in fact that, to his 
knowledge, it ever happened, and he said, no. I think we have the 
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opportunity of seeing that in the future. We are concerned about it. 
we can see that, if, in fact, a patient has a certain amount of days 
and a certain amount of money allotted for their admission, and 

Ihl vSSLw U * 8ed up J th ?Tt ? going t0 be concern on the part of 
the hospital to try and get that stay terminated. 

We think that that will impact upon the medical profession, as 
well as on the patient. We are concerned about it. The physicians 
worry about the malpractice issue in that context. So far? we Sain 

1 KT*??*% u,1 i t 5 at that 088 been a P roblem - We are worried 
about that for the future. nw 

I would try to just make some positive comments about what we 

mony, today, is that there is a need to collect more data. As I come 
^ifi r A t ^ e | 1 T!2 t i 0n today. I do not have the data thatl 
mSiL need - ^"S 11 18 h J ard /°t me to P° U the 3,400 members of the 
medical association, and get the data that we need. We need a way 
for the physicians, as well as the elderly, as well as the hospitals 

£ EU" m ° re J?*? ° n_if ^ ere are ^ abuses of the system, Td 
Hi^K^ WSy i th *u We - 0611 bow abont that. If people are being 

SfVSBJwjS' th J re f n0t *- ^ Dlace that 1 ca n go to find that 
out. I think the medical association would be happy to Darticmate 
in some way to collect that data. y Dartlc ipate 

a Si^ 9ther thing I thought has been mentioned and would be 
a f^ 1 ^ V nl^ 0mm f n ^ t0O, ^ 0uld 10 insider some way, some sort 
*ufa£*3 we have , a Datie nt, as in the first panel, who 

661 that they ^S 8 ^ to ' or they could go home~and be- 
heve me we are sympathetic to those kinds of problems-is there 

SB" h ^ *9° t he 8ystem ' 80 ^t wehave T ste? down 

unit, so that the patient could go there for a day or two, untU 

r Tke i o u t hotter. I do not know tL? that can S 
w?£j^o? e Tw" 1 ' bu . t at ^ that is a way in our minds, so if 
I J^ 6 811 outlet to put people out of the acute care setting into 
thaj is not a nursing home or home health care but 
& at 18 u m f aC l some thing of less care, and I certainly 
se^Sty of illS. ° 80me 80rt ° f mechanism to gauge the 

diJaJ 6 ?^? 6 that have ' in my speciality, that have gallbladder 
disease, that are very very sick. They are septic; and they come in 

bl00d P ressu , re - We have all sorts of problems TiS 
JSSLft!? h T aCUte gaJlbl adders, but there is noVoviSn-to 
Sn °/ my knowledge-to gauge the severity of illness. And we 
STtim^fw 68 g6t them Sunder the DRG system in the amount 
iLSEr th f^- We ^.allotted, but I do think that we second the 
motion on this seventy of illness context. 

imh.T^ife Mm ewhat surprised to find out how poorly we are re- 
imbursed for outliers. Outhers means that you fall outside of the 
DRG classification I guess that that is built into the systen^ I do 
^Sfffin h fVwf C ?, Uld 08 .Ranged, but if you have a casettat ia 
^ff^StH^ outside of the DRG system, the mechanism 

ca^ bT&S^P^J 8 low • 1 do not know thTthS 
can be changed, but it certain y-if you reimburse at 30 percent of 

S±, Utller days ' - tha * certainly does not seem fair. I may not be 
itt blenSven " ^ bUt ^ ™ ^ ° f the informa t™ that 



51 



48 



More than anything else, our concern from the medical society is 
to build quality into the system. We feel that maybe, maybe the 
DRG system is not building the quality into it that it should, and 
that the bottomline mentality is the real area of concern, and not 
the quality. We feel that the physician has, in the past, been free 
to sit by the bedside, make the decisions for the patient, not in the 
back of his mind knowing that there might be a cheaper way but a 
less better way, instead, of having to go the cheaper way to really 
give them the absolute best quality. And in the future you can see 
that there might be an effort to build in from the hospital stand- 
point, and even as you are thinking of the physician, maybe we can 
do it a cheaper way, that is not as good. We certainly endorse low- 
ering medical care costs, but we do not endorse doing it cheaper 
just for the sake of doing it cheaper. We believe that quality is the 
bottomline issue from the standpoint of the medical association. 

And as a last comment, it has been estimated that a lot of the 
rural hospitals, or at least some of the hospitals, might have to 
close down under the DRG system, at least the reimbursement 
would force them into a setting so that they could not stay in busi- 
ness, and having seen some of the hospitals in Arizona under 
attack from various reasons, it would certainly seem to us, as phy- 
sicians, that some of the communities, if they were in danger of 
losing a hospital, what a tragedy that would be. 

Thank you, very much. 

[The prepared statement of Dr. Henderson follows:] 



The following are the responses of the Arizona Medical Association to your ques- 
tions in regard to testimony which will be delivered to the Subcommittee on Health 
and Long-Term Care at St. Joseph's Hospital Auditorium on September 14, 1985. 

I am enclosing a copy of a special article from the publication Arizona Medicine, 
entitled "Medicine: The Death of a Profession 0 , by Leonard Peikoff. 

First of all, I would like to say that it is difficult to poll the 3,400 members of the 
Arizona Medical Association and totally reflect their thoughts regarding the pro- 
spective payment reimbursement system and- its effect on the elderly in our state. I 
will try to reflect their concerns. First of all, the DRG system is not totally imple- 
mented as far as federal reimbursement for Medicare patients, and may be some- 
what premature to make a total judgment regarding the system at the present time. 
As regards question— 

1. a. (i) I Delieve that the overall trend across the country, and especially more 
specifically, to Arizona, is a dramatic attempt on the part of the physicians to 
reduce medical care costs. This is reflected in the hospital census in the hospitals of 
Arizona and it is true that the length of stay statistics show a drop, and also the 
number of admissions show a drop in Arizona. We feel that this does not reflect 
simply the impact of DRGs as much as it does the concern on the part of the medi- 
cal community to try to lower health care costs. Certainly the efforts to justify all 
hospital admissions was in place well before the implementation of DRGs. I think it 
would be somewhat in error to feel that the dramatic change in numbers of hospital 
admissions and their length of stay would be directly related to the institution of 
prospective pricing reimbursement system. Physicians have been under rather in- 
tense scrutiny by hospital utilization review committees to justify the reason for 
their patients hospitalizations and this occurred long before the PPS system. As re- 
gards specifically l.a., I polled several hospitals in the state from the perspective of 
DRG Subcommittees, and the best that we can determine, there has been no pres- 
sure from the hospitals to discharge patients earlier under the DRG system. The 
physicians of the state are quite aware of the PPS system and are trying to cooper- 
ate in every way possible to make the system work. There is certainly a degree of 
silent pressure which physicians exert on themselves to be aware of the cost ramifi- 
cations of their patients admission and try to work within the DRG criteria which 
are usually outlined for their patients after they are admitted to the hospitals. If we 
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ffiS ft 6 P? 1111 m the future 9 16 hospitals, or the representatives of the 
32? £1^ r P^ 116 on the Physician to produce a more ccst-effective admis- 
sion is one of the great dangers of the system. If there is activity on the part of the 
hospitals on the physicians to discharge patients because of cost reimbursement, I 
S!Hir«fof l8 i? n 2*? that Y^ 1 * 1 taken up individually by the physicians of the 
medical staff and also would be an item of concern for our Medical Society 

1. a. CIO ft anpears improper to assume that the decline in length of hospital stay 
particularly identifiable in the West as due to DROs. Patients throughout the coun- 
tr y, are _ aware ? f nsing hospital costs and are making efforts to seek early discharge 
with the promise of home-care and other ancillary levels of assistance. While DROs 
ZZHr !£f?rtl5ft inc ™»«* awareness, there does not appear to be any empirical 
proof thatthey have led in fact to shorter length of stay for Medicare patients in 
Arizona. The greatest problem we have is that the primary focus has now shifted 
from quality of care to the cost and length of care with quality becoming a second- 
ary factor Patients live longer and technology improves, it is not a correct assump- 
tion that it will be easier to discharge patients earlier, i.e., unlike manufacturing 
plants where new techno ogies cut down on costs, new technology often allows the 
treatment of disease which heretofore was untrea table, and in essence adds to medi- 
cal expense. 

L b. We believe that the Jury is still out on the entire DRG system. If physicians 
become comfortable with this system and do not feel they are being compromised in 
the level of quality of care they deliver, then they will continue to cooperate. How- 
ever, we sense a growing discontentment on the overwhelming focus of the cost as a 
primary factor, and believe that many people will, over the long haul, resist the 
system which changes the primary attention from quality to cost. 

c - ™ this point the process seems to be rather labor-intense. The success of the 
W at . "i* 1)01111 18 tift 1 ™^ for us to judge. Again, with the federal portion 
ot the pub reimbursement in an operation, we feel that it may be premature to 
judge the access ; or failure of the system. At the present time it does seem to be 
working. The statistics seem to be in favor of the DRG system. We have concerns 
that the reimbursement may change in the future. Physicians are concerned that 
they may be asked to be even more circumspect as to the number of days allowed 

LfK P^cular ijUness, and that the standards may change so that patients are 
asked to in fact be discharged even quicker. Some of the comments which have been 
made from some of the hospital DRG subcommittees have been oriented to the 
heavy labor intensity of the process and the ever-reliance on computerization, and 
the expense of the whole process. 

r \ ft! ^°™al contacts from various physicians around the state substantiate the 
fact that patients are being discharged quicker, and are sicker. There are some phy- 
nEon7o e r/iu d0 n tf ^/.^ witn this. Again, I think the cooperation of the 
physicwns and the elderly of the state of Arizona is quite remarkable, in trying to 

ESS? J?tt *r??u w ?f k ' ^^fffi^Pffy^?"" 8 Knowing in Arizona at a rather 
rapid rate. At the last count 40% of all hospital days were related to Medicare and 
SriSS? 8 are e ^ re m el y concerned about this financial burden this puts on their 
non-Medicare patients. We know from personal experience the pressure is there to 
get Medicare patients in and out of the facility as quickly as possible. We do not 
have comprehensive statistics which can document either greater mortality morbidi- 
ty rate as a result of premature discharge. 

2. b. We think there should be greater emphasis on allowances for outliers and 
w? Tu^ n Jw wl 2 ch °K n p i2* nt themselves when dealing with the elderly. 
^li™*]" 11 . 1 ,! 16 categories of the DRG jgroupings do not allow for different levels of 
sickness for the same conditions, and that indeed two patients with the same diag- 
nosis may reflect a different level of need as regards the medical care. The DRG 
system is not able to take this into account. The DRG system itself may be rigid to 
accommodate the vast complications which are inherent in treating elderly patients. 
We would like to suggest that some type of routine flexibility should be looked at in 
terms of bemg r mcorporated into the system. (However, you need to realize this will 
specifically defeat the primary purpose of a fixed fee for a fixed diagnosis. 

a. The main problem which I believe the Medical Association is concerned with 
^f2$ ing P R 9. B J* that the focus has publicly changed from a quality of care to 
length and cost of care. It does not take great philosophical thinking to realize that 
cost, length, and quality are all very interrelated and in many instances if the pri- 
mary factor is fixed cost, simple algebra will show that quality will suffer. 

6. b. I do not at this time have specific examples of the effect of DRG'e on quality 
oi care. I am hopeful that some of the physicians and other people I will be talking 
to prior to the actual hearing will be able to provide me with concrete examples 
which I will pass on to you. 
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3. c. Not knowledgeable on the specifics at this time. 

4. a. It would be my opinion that the Medical Association would support all efforts 
to provide appropriate post-hospital care which would facilitate the structured and 
intelligent discharge of patients into an appropriate secondary level of care. In my 
conversations with various physicians in the State, there seems to be a need for a 
somewhat step-down unit. Could there be a level of care somewhat between the hos- 
pital and the nursing home in which patients who do not fulfill the DRG criteria 
could be cared for? Certainly there are patients whose level of care is not appropri- 
ate for the nursing home or for home health care who could be provided for in a 
different setting. Perhaps the hospitals of the State have explored the possibility of 
converting some of their beds into step-down units in order to accomplish care for 
patients who would fit some specific criteria. We would also support the issue of up- 
grading nursing home care and the reimbursement of nursing home care and specif- 
ically perhaps an area of nursing home care could also address the issue of the step- 
down unit. We would again support the efforts to expand coverage of nursing home 
care for Medicare patients. We have also been aware of the issue that home health 
agencies could perhaps have a tendency to perpetuate care for their own sake and 
do not always assist patients in their post-hospital recovery. 

5. Based on everything that I have said, I believe that our positions should be to 
support all efforts that ensure quality of care for our patient. We are not sure that 
there can be meaningful sophisticated quality assurance mechanism coupled with a 
strict DRG system. I believe all efforts at analyzing the effect of DRG's should be 
focused on the quality so that trade-off between cost savings and morbidity and mor- 
tality rates can be closely correlated. If the Medicare system is saving money be- 
cause patients are going home sicker and dying early, one has to seriously question 
if it is really doing anything at all. It is clear, however, that the DRG system is here 
to stay until it is proven to support the issue of quality or it is found to be totally 
not effective, in which time we will be confronted with some other system. Given 
this reality, it is hard to come up with concrete changes of a major nature which 
will make the system work substantially smoother. There are many things which 
can be said from the Medical Association's standpoint about the DRG system and a 
perspective PPS reimbursement in regards to the overall effect on the medical pro- 
fession of our country. There are certainly a great deal of concerns from our otand- 
point as to the profound changes that it will effect on the practice of medicine. 

This completes my written testimony. I look forward to seeing you on September 



14. 




61 



Special Article 



Medicine: 

The Oeath of i Profusion 

Lionird Ptlkoff - - - ■ 

Leonard Ptikoff Is t profeoaor of ph* *opriy who hat 
leopMel Hunter Mogo. Long Wand UrirvoreJry. and New 
Yort urwroroty. Dr. Petto*. Ayn Aand a teng oma mm* 
cease and Hatwy oaooutor . la mo esjoioi of The Ommout 
•treat* ntoMof^nja^bmai^morttoondtftaadHorof 
rne f art)< A >w Aenel Ho kooiuroemrouojiout the country on 
«yn nana • pnaoeopny si wawwn nopnnioQ m nrr» 
/ono etodejmo o0h the pormiooton of tfse oopyrtQht hotter , 
Or Leonard r*ovofl, Copreo of me oowaano lecture art 
a vert ab l e tor 12 » oooh from The Oo/aerMaf Jorum. » o." 
Boa Mil. fW aotton. Now York, Now York lOlM. 

\1hn lecture mm first oWhororf on <4prtf W, IMS at the 
rW Haf) Jorum m toaforv) 

Ont day, when row ara out of sown on a buslnesstrip, 
you wake up wfth a cough, muscle achat, chills, and a 
high favaf.Youdonoilu^jw^Hlt»|rouiarttoptnl€^ 
but you do know too action to take: you call a doctor.' 
Ho conouds a physical aatn\tek«* a hls^ 
lab tests, narrow down tfwj pou lt ' "Wat. Whhin noun. 
Ho roochot a dtegnoeliof pnostmonlo and preedibet a 
course of troctmont, Inchsdmg endbtottce.* Soon you 
baa>iioraipond.youroai a ia)iaolaliliovor.Or;youara 
getting out of your car* you M and broad your leg.lt Isa 
disaitor,but you remain cafcw,boousc you can utter one 
lanamco to youc wffot M CaM dse doctor <" Ha proceeds to 
oeemtno youf keg foe noreo and blood veetel Injury, ha 
takes x-rays, toQ u eae the feodum* putt on a cast; tha 
disaster has fadad mto t mora ha con vanlan ca , and you 
roOme your normal Ma. Ofr your child* comat homo 
from ichoof wtah a slabbing pain In d^e abdomen* There 
it only ona hope* you cad dta doc t or. Ha parformi an 
appendectomy the chfld recovers. 

Wt ttka ti that c o mpletely for granted, at though 
modarn drugs, modom hoapftalt* *sno^ modern' doctors 
wort leda of iseo a r o , which always had boon thora and 
which always wtf bo dvere. Manypaoplo today take for 
granted not only the simpler kinds of medkel Interven- 
tion, ui<h at tha onat I Juat mentioned, but even tha 
«uuder curat and wondar tfoaononrt mat tha medical 
profession hat poan tt sklngry devised I l ka tha latatt 
radiation tharapy for broatt cancer, or tha Intrkata dofl- 
racy of modarn brain surgery, or tuch t breathtaking 
achievement at tha arltfldal-haart implants performed 

jut Mm* mm*t 



by Dr. William C. DeVrles. Mott of uicapect thsi iha 
defctors will go on accompli. hint iuch leiu rounilntly, 
tttidlly removing pain and Ihui tnhtneing the quality of 
our Ufa, whlla adding avar mora yean to in quantity. 
America'* medical lyttam it iha envy of tha glo^u. Tha 
' rich Irom avary othar country, whan ihay gai tick, do 
not head 'or Motcow or Stockholm or avan London any 
mora; thay coma hart, And In toma way, de^plia tha 
many public complalnii tgtinM tha mad lea I proftitlon, 
wa all know thli fact; wall now how good our doctor! 
ara, and how much wa dapand on thalr knowledge, 
»k III. and dedication. Suppose you had to go on a tlv 
month ocean voyage, with no ilopt In port, wlih imple 
provlilont and Mllort, but with only one other profet*- 

, iiQp represented oabotrd In . addition, -and you could 

. decide which it would be. Would you ask for your lawyer 
to come along? your accountant? your Congressmae>|~ 
WouW you dare oven to ask for your favorite movie star? 
Or would you say; "Irlng a doctor. What if something 

t happens?" The terror of having no answer to this que*-. 

*tfon Is precisely what tha medical profeuion saves us 
from. 

I am not saying that all doctors trt perfect— they ara 
not; or that they all have a good bedside manner— they 
do not; or that the profession Is free Irom flaws— Ilka 
every other group today, the medical pr ofctiloA his IfT 
share of errors, defldondes, weaknesses, Bui these are 
not my subject tonight, end they do not alter two lads: 
that our doctors, whatever their failings, do give us the 
highest caliber health-care m world history— and that 

^ they live e grueling existence In order to do yq _ 

T ^come/rome mejdicat family, and J caniell you wnat«~ 
doctor's life Is like. Most of them study nonstop for 
yean Jo medical school and then work non-Hop for ihe 
' rest of their life. My own father, who wes e sujieon, 
operated dairy from 7 a.m. until noon and (hen made * 
hospital round* ; from 2 to g p.m., he held office hours. 
When he came home for dinner, If he did, ihe phone 

• never stopped ringing— It was nurses asking inttauC< • 
Horn, or doctors discussing emergency cases, or patten& 

Kesertting tymptomvWhen he got the chance, usuelly 
e at night or onlondtyt after rounds, he would read 
medical Journals (or write for them), to keep abreast of 
the latatt research. My father was not en exception. Thli • 
Is how most dodort, In tny brench of medicine, live, and 
how they work* 
The profession Imposes not only killing houri, but also 

• continuous tension: one way or another, doctors deal aH" 
the time with crtsrs— with accidents, dlsoa.t, trauma... 
disaster, the Imminence of deeth. tven whan sn ailment 
Is not a mortal threat, the patient often fears that it li, an?'' 

• he must be reassured, nursed through the tarror, even 
counseled psychologically by the physldan. The pres- 
sure on tha doctor never lets up. If he wand to o'.cape 
even for the space of a single dinner on the town, chan* 
cos are that he cannot: he will probably gat btrped and 
have to rush to the emergancy room Just as the entree fs 
being served. 

The doctor not only has to live and work in \uch * 
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pr.'svmi' looker, he hit 10 think ail the time— clearly, 
.■V« ■•■■'» scientifically. Medicine H a field thai 
. 4»iiv\ i u.st fund of ipeciallitd theoretical knowl- 
rt'ne u, ,, ( ,ply it properly to particular cases, the doctor 

0. 1 1 '"'uouily make delicate, excruciatingly com- 

plrs dn iMum, Medical treatment It not uiually a cut* 
,ii >•!■.!».< <i .iflalr, with a simple, self-evident courte of 
«i he balancing of count leu variable! ; it 

1. >\wvs tlmical judgment. And the doctor mull not 
i.mN ctfniir such judgment— he mutl.do il fasj; typi- 
cal, hr toad now. He cannot petition the court or 
l»i- !.i-mi >.r any employer for a postponement. He faces 

' • > ly, the mercilett timetable of nature Mielf,. 
Uii.it l personally admire most about docton it the 
l.uiiLn iiu-> live thit kind of life not out of any detire iot 
altruistic sol'-sacrlflce, but se/flsrVy— which It the only 
ihinv that enables them lo lurvlve It. They love the field, 
most of ihcm; they find the work a faidnating challenge 
in applied science. They are proud men, moil of them, 
with an earned pride In their ability id obierve, evaluate, 
act. cure And. thank Cod, they eiptct lo be rewarded 
material!* for their skill; ihey want to make a good living, 
w hie 1 1 iv the lean men can offer them In payment for 
their achievement*. The make (hat living, at a rule, by 
itanding on their own, nol ai cogs In tome faceless, 
government -subsidized enterprise, but at entrepre- 
neur! in private practice. In this regard, the doctors are 
jn.u ■ t£ the tan of the capitalist breed Itft in thls'country. 
m Tht> ai c among the last of the Individualists thai once 
populated thli great nation; * - • 

Ladies and gentlemen, if I knew nothing about iod*y 7 i 
world but the nature of our politicians and the phllo- 
u>ph) represented by Ih medical profession, I would 
predict an inevitable clash, a catastrophic clash, between 
ihe two: between the government and the doctors. On 
purely theoretical grounds, I would predict the destruc- 
tion of Ihe doctors by (he government, which In every 
field now protects and rewards the exact opposite of 
thought, effort, and achievement This'evenlng, I want " 
to tell you that this catastrophe Is actually taking place, 
and in what manner, and how It will affect your future as 
well. 

To understand what Is happening In medicine today, 
we must go back to the beginning, which In this case Is 
1965, the yearwhen Medicare and Medicaid were finally 
pushed through Congress by Lyndon Johnsoqjvtedl- " 
care, as you may know, covers most of the medical 
expense* of those over 65, whatever their income. Medi- 
caid i*. a supplemental program for the poor of any age. 

Those of us who opposed the Johnson plan argued at 
the time that government intervention In medicine is 
immoral in principle and would be disastrous In prac- 
lire. No man* we claimed, has a r/g hi to medical are; if 
he c .m not pay for what he needs, then he must depend 
on voluntary charity. Government financing of medical 
expenses, weargued, even If It is for only a fraction of the 
population, necessarily means eventual enslavement of 
the doctors and, as a result, a profound deterioration in 
thp quality of medical care for everyone, including the 



aged and the poor. 

The proponents of Medicare were unmoved by any 
arguments. Altruistic service to the needy, ihey said, is 
man's duty, ii Is degrading, they said, for the elderly to 
be dependent on private charity;' a "means test" is 
Incompatible with human dignity. Besides, they added, 
(he government would not -dream of asking for any 
control over the doctors or over their methods of patient 
care. All we want the stale to do, they iald,lt pay the bills. 

Well, II Is now 1963. Let us look at what actually 
happened. 

The first result of the new program should have been 
self-evident, Suppose v/e, apply the same principle lo 
nutrition. Suppose President Johnson had said: "ft Is' " 
unfair to have to pay your own food and restaurant bills. 
Men have a right lo cat. Washington, therefore, will pick 
up the tab." Can you project the results? Can you 
Imagine the eating binges, the sudden mania for-dinlng 
out, the soaring demand for baked peacock tongues and 
other gourmet delicacies? Do you see Lutece and the 
"21" Club becoming nationally franchised and tuning 
to outdraw McDonald's? Why not? The eaters do not 
have to pay for It. And the food Industry, Including Its 
most sincere members, Is ecstatic; now that the money is 
pouring from Washington into the grocery chains and 
the restaurants, they can give. every customer the kind of 
luxury treatment once reserved for millionaires. Every- 
body is happy— except that expenditure on food 
becomes so great a percentage of our GNP, and the 
drain on the federal treasury becomes so ominous, that 
every other Industry sum to protest, and soon even the 
bureaucrats begin to* panic 

This Is what happened to medical spending In the 
United States, The patient* covered by the new pro- 
grams no longer had tu >ny much attention to cost— that 
was the whole purpose of the programs. And the health- 
care professionals in the beginning were generally 
delighted. Now, many of them felt, the sky Is the limit, 
and they proceeded to build hospitals, purchase equip- 
ment, and administer tests accordingly. Medical expen-' 
dlturesJn the U3.were4J%of CN Pin 1952; today they v 
are about 11%, and still rising. Medicare expenditures " 

•doubled from 1974 to 1979, doubled again in 1984. and 
are expected to double again by 1991, at which time, 
according to most current estimates, the Medicare pro- 
gram will be bankrupt Something, the government rec- ' 
ognlzed, hat-to be done; we are going broke because of , 

4he insatiable demand for medical care. 
The government did not decide to caneel its program ' . 

and return to a free market .In medicine— when aret? 

disastrous government programs ever canceled!^.. 

Instead, It did what governments always do: it decided ' 

to keep the programs but impose rigid controls on them. 

How? The first step was <cam pa Ign to force hospitals not 

to spend much on Medicare patients, no matter what 

the effects on the health of those patients. 
We will no longer, officials said, pay hospitals a fee for 

each lervlce they render a Medicare patient. Thai 

met hoc' of payment, they said, simply encourages 
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spending. Initead.wewliipay according to) new princi- 
ple, DRGi. Remember those letters: ORG. They repres- 
ent >l;e fint mi jor assault by the government against the. 
doctors and their patients, it Is not yet the strangulation 
of the medical profession. But It It the official dropping 
of the noose around their necks. 

ORG means "diagnosis related group." Accordlngio 
this approach, the government has divided alt ailments 
Into 468 possible diagnoses, and has set In advance a 
Axed, arbitrary fee for each; It will pay a hospital only 
what it claims Is the average cost of the aliment, For 
.example, for a Medicare patient in the Western Moun- 
tain region wjio Is admitted to a hospital wrth a hem 
attack and finally recovers enough to go hone, the 
. government now pays the hospital exactly J5094— no 
more and no lets. And It pay* this amount no matter 
what the hospftaf actua/fy doej for the patient, no matter 
how long his stay or how short, no matter how many 
services he requires or how few. if the patient costs the 
hospital more than the government payment, the hospi- 
tal loses money on him. If he costs (ess, the hospital 
makes a profit. 

Let us pursue the heart-attack example for a moment. 
Here Is a fictional story now In process of becoming 
reality around the country, A man suffering from severe 
chest pains is taken by ambulance to the hospital. He 
receives certain standard tests, including a cardiogram, 
then Is moved to the Intensive Care Unit, where his vital 
signs are continuously monitored. His doctor thinks that - 
in this Instance a further test, an angiogram, is urgently 
Indicated; this test would outline the arteries of the* 
heart and indicate if one Is about to close off, an event 
that could be fatal. The hospital administrator protests: 
"An angiogram is expensive. It costs up to $1000, about 
20% of our total fee for this man, and who knows what 
else he's still going to cost us? You can't prove this test is 
necessary, Let's wait and see," The test is not given. 
Maybe the patient lives, maybe not Several days later, 
the administrator comes to the doctor: "You've got to 
get this man out of the ICU. It's costing almost $800 per 
day, and he's been there now for five days. What with 
everything else, we've already spent almost the whole 
payment we get for him." The doctor thinks that the 
patient still desperately needs the specialized nursing 
available only in the ICU, The administrator" overrules 
him. "There's an area of judgment here," he says. Well 
just have to take a bit of a chance on this case/' 
Or: the doctor decides that the patient is an excellent 
.candidate for remedial heart surgery; a bypass opera- 
tion, he thinks; would probably prolong the man's life 
considerably while relieving him of pain. But the man, 
. after all, Is elderly and the operation w6dld involve a 
lengthy hospital stay. "Let's try a more conservative 
treatment first," the administrator says, "let's give him 
some medication and wait and see." Again, maybe the 
oat lent lives, maybe not. 

Let us say that he lives and goes back to the regular 
ward In the hospital.* He still feels very weak, and the 
doctor does nof think he Is anywhere near ready to be 
juir iMt • jtui • y . 



discharged. But the $5094 has long since been spent, and 
the administrator starts to wonder aloud; "Maybe this 
man could manage somehow at home, in any event, he's 
eating us alive— get him out of here." Maybe thepatlent 
will survive at home, maybe not. 

Do you see the thrust of the system? if the hospital 
does relatively little for the patient, It makes money; if It 
provides an extensive range of services, It loses heavily. 
Tl ' best case from Hi viewpoint Is for the patient to die 
right after admission: the hospital still gets the full fee. 
The worst case Is for him to survive with complications 
and require a lengthy stay— which' Is why some hospitals 
are now refusing to admlj patients they fear will linger 
on too long. 

I do not mean to suggest that our hospitals are now 
. merely'shrugglng and callously withholding urgently 
needed treatment from Medicare patlentsrToday's hos- 
pitals and doctors do have Integrity; most are continuing 
to do their very best for the patient. The point Is that they 
have to dolt now within the ORG constraints. The Issue Is 
not limply: treat the patient or let him die*. The Issue Is: 
treat blm how? At what cost? With what range of servl* 
,ces, specialists, and equipment? With what degree of 
safety or of risk? This Is the area where there Is enormous 
roomforalternatlvesinthequalltyof medical treatment, 
And this Is the area that Is now in the process of being- 
slashed across the board for Medicare patients, the very 
people singled out by the liberals in the 1960's as need- 
ing better medical care. 

To revert to our nutrition analogy: It is as though the 
government socialized eating out, then paid restaurants 
. ln*advwceonJy what IJ computed as the average cost pe~r~ 
'meal. There would then be a powerful Incentive for** 
restaurants to cut corners in every imaginable way— to 
serve only the cheapest foods in the smallest amounts In 
the cheeslest settings. What do you think would happen *' 
to the nation's eaters— and Its chef's— under such a set* 
up? How long could the chefs preserve the'r dedication 
to preparing hiuteculslne, when the restaurant-owners, , 
in wlf* preservation, were forced to fight them at every* 
step a.:d to demand junk food Instead? The same answer 
applies to our doctors-today, 

There is now a new and deadly pressure on the doc- 
tors, which continuously threitens the Independence 
and Integrity of their medical judgment: the pressure to 
cave In to utterly arbitrary, ORG economics, white 
blanking out the effects on the patient. In some places, 
hospitals are now offering special financial Incentives to 
the physician who averages out at relatively low cost. For 
example, the hospital might subsidize such a doctor's ■ 
office rent or purchase new equipment foe him. On the . 
other hand, a doctor who insists on quality care for his* 
Medicare patients and thereby drives up costs Is likely to 
Incur the hospital's displeasure. In the extreme case, the 
doctor risks being denied staff privileges, which means 
cutting off his major source of livelihood. Thanks to 
ORGs, a new conflict is In the offing, just starting to take 
shape: the patient vs. the hospital. Or, to put it another 
way, the conflict is: doctors vs. hospitals- doctors fight* 



57 



54 



-ny a icar -guard ialon lo maintain uandardi against 
io*.pi:jK th it are forced by the government 10 become 
toit'cuiiing ogrei. How would you like to practice a 
profession In which half your mind is devoted to healing 
the patient, while the other half ii trying to appeal* a 
hospital administrator who himielf Ii trying toappeate 
,imc official in Wathington? 

MnJ remember that Medicare patients are not a imall 
«h;m >up On the contrary, becauie of their age, they con- 
ilitutc a significant part of moit'doctorl' practiced Medi- 
cate patients now make up about 50*fc of all hoipilal 
admiiunnt in the U.S. 

The iU- lender 1 of DRCi answer all criticisms by saying ' 
that rosts limply mult be cut. Even under complete 
i*pitjli»nv they lay. doctors could not give unlimited 
treatment to every patient. Thliii true, but It Ignores two 
crucial facti. 1) It it became of government programs 
thai medical prices have soared so high and are now out 
of reach oi masses of patients. This was not true in the 
days of private medicine. The.avOage American a gen* 
eration ago cduld afford quality, in medicine as in every 
other area of life, without courting bankruptcy. 2) Even If 
a pjticnt could not afford K « in the pre-welfarr- 
itate era. he-wai told the truth: as a rule, he was told 
about the tf eatment options available, and it was up to 
him. in consultation with hli doctor, td weigh the various 
possibilities and decide how to cut costs. But under the 
present lyitem, the hospital not only has to cut services 
— drastically— Jt.ls to its interest to conceal Jhli ,f«*Urom : 
the patient. If he or hb family eveHearns that theanglor 
gram he is not going to have, or the heart surgery, would 
make alt the difference to the outcome of his case, he 
would immediately protest violently, insist on the sen 
vice, even threaten to launch a malpractice suit. The 
jystem is rigged to squeezing every drop of quality out of 
"medical care, so long as the patient does not understand 
what is happening. The patient does not know medi- 
cine: he relies on the 'doctor's integrity, to tell Mm what, 
services are available and necessary In his cater-yet, 
increasingly, the hospitals must try to batter down that 
Integrity. They must try to make the doctcfr keep silent 
and not tell the patient the full truth. 

Under the new system, the patient Is no longer a free 
• man to be accorded dignity and respect, but a puppet on 
the dole" to~be manipulated accordingly— while jhe . 
doctor is transformed from a sovereign professional Into 
a mere appendage.and accessory, a helpless tool In a 
government-orchestrated campaign of shoddy quality 
and deception.. 

The government's takeover of medical practice Is not 
confined to public patients; It ts starting to eitend now 
into the private sector as well. This brings me to the 
HMOs, which are now mushrooming all over the 
country. 

HMO meaos "health-maintenance organization." It 
could atso have been called BBM, for "bargain- 
basement medicine." In this set-up, a group of doctors, 
perhaps with their own hospitai, offers prepaid, all- 
in elusive medical care at a cheap rate. For a fiied pay- 



ment in advance, a paymenUsubstantlaiiy less than a 
regular doctor would charge.ihe patient it guaranteed 
virtually complete coverage of his medical costs, no 
matter what they are. The principle here is eiactly the 
same as that of the DRC system: if the patient's costs 
eiceed his payment, the HMjO loses money on him; if 
not, it makes a profit. ' 

Although HMOs are privately owned, the spread of 
these organizations is wholly caused by government. 
There were very few HMOs in the days of private medi- 
cine. As part of the government's campaign to lowerthe 
cost of medical care, however, Washington, has recently 
thrown its immense weight "behind HMOs, even going* - 
so far as to advertise nationally on their behalf and to 
give them direct financial subsidies. 

How do HMOs achieve their low rates? in essence, by 
the DRC method— the method of curtailing services. In 
this case, howeverrihe cuts In quality are even- more 
sweeping, Inasmuch as the HMO embraces every aspect 
of medlcalcare.and not merely hospital costs. Foreiam* 
pie, HMO doctors do not generally have personal 
patients, nor does the patient generally have a choice of 
doctors or even necessarily see the same one twice— 
that Is too eipemtve. The patient sees whoever Is on 
duty when he shows up; the doctor gives up the luiury 
of following a case from beginning to end. Nor does the 
doctor have much time to spend with a given patient- 
HMOs are generally understaffed to save money; typi- 
cally, there are long waltlngllnes of patients. Further, the 
doctor must obtain prior authorization of any significant 
eipcndliure from a highly cost-conscious administrator. 
The doctor may detect a possible abdominal tumor and 
request a CAT scan— in effect, an exquisitely detailed, 
3-D X-ray. But If the administrator says to him: "It costs a 
tot. f don't think It's necessary," the doctor b helpless. 
Or he may find that the patient has an aneurysm, a 
weakening of an artery that is like a time bomb waiting to 
go off, and he may want to operate to remove it. But the 
administrator can reply: "These cases often go years* 
without rupturing. Let's wait a while." Like the doctor \ 
under DRCs, the HMO doctor ultimately has to obey: he 
either keeps his costs within the dictated parameters, or 
he is out of work. 

What kinds of doctors are witling or eager to practice 
medicine under these conditions? in large pan, they 
represent a new breed, new at leaf t in quantjty^here is. , 
a generation of utterly unambitious young doctors 
growing up tqday, especially consplcuousjn the HMOs, 
doctors Who are the exact opposite qf the old-fashioned.^, 
physicians In private practice-doctors who want to 
escape the responsibility of Independent thought and ' 
fuJgment, and who are prepared to abandon the pros- 
pect of a large Income or a private practice in order to 
achieve this end.Trwse^octors do not mind the forfeit 
of their professional autonomy to the HMO administra- 
tor. They do not object to practicing routine, cut-rate 
medicine with faceless patients on an assembly-line 
tali— w long as they themselves can escape blame for 
any bad results and cover their own tracks. Theie ale the 
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new bureaucratic doctors, the"MDs with (he mentality, 
and rhtf fundamental Indifference to their job. of the 
typical poit'office clerk. 

I hasten to add that there are better doctor! in the 
MMOi (and that some HMOi are better than otheri). Ai 

rule, however, the better doctors In these organiza- 
tion .up mercilessly exploited. Being conscientious, the 
better rm*n put in longer hourrthan necessary, trying to 
make up for the chronic understaffing. They do not give 
Tn meekly to arbitrary decrees «on cost; but fight the 
administrator when they feel their own Judgment li 
; rlghr Increasingly, (heir professional life becomes a ser- 
Icii oUurh fights, which makes them the heavies, hard to 
get along with and guilty of costing the HMO money— 
. while their lesser colleagues capitulate to the sy.tem.do 
as they are told, and take things easy. Time after time, the 
better men step In to ball out such colleagues, struggling 
to correct their errors, clean up their messes, rescue 
their patients. At a certain point, however, the better 
doctors start to get fed up. 

An HMO doctor In California, a qualified Inter nlst and 
a highly conscientious woman whom I know personally, 
told me the following story. "I was looking through a 
pile of cardiograms one day," she said, "and f saw one 
that wa» clearly abnormal. I knew that the man should be 
taken by ambulance to the emergency room for re- 
testing and possible hospitalization. Then { thought: It's 
late Friday after noon, and It's going to take an houranda 
half, and I'm not being paid for the extra work, and who 
will know if I wait until Monday? I was tempted for a 
minute to drop the whole thing and go home, but then 
ne remnants of my conscience made me get up wearily 
and telephone the patient. This son of thing," she con- 
cluded, "happens all the time and not Just to me, and 
often the docior does simply look the other way." Do 
you see what happens under a system* In which the' 
docior Is penalized for his virtue or, at the least, Is 
deprived of any incentive, spiritual or material, Includ- 
ing pride In his judgment and payment for his work? 
Would you like your cardiogram to be In a pile on this 
new breed's desk? Yours Is next— alt of ours are. 

The cancer is growing inexorably. The debased stand- 
ards Inherent In government medicine are now spread- 
ing to the whole of medical practice lot he United States. 
The new medicine Is not restricted to Medicare patients 
or to HMO members; It Is soon going to engulf private 
doctors as well, even when they see their own private, 
paying patienti. There are many reasons for this. The 
.most obvious Is the pressure from the health-Insurance 
companies, lucti as Blue Cross and Blue Shield. Hospitals 
now are charging higher rates to private patients In 
order to recoup their losses on Medicare* cases. As a" 
result, the private insurance companies are screaming, 
and demanding that a ORG -type system be imposed 
uniformly, on all patients. They want private Insurance 

olicies from now on to pay only according to arbitrary, 
preset DRC rates, fust as Medicare does now, which 
would put the total of medicine in this country— all 
patient*, all doctors, all ailments— Into the same cate- 
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gory as-the heart -attack patient we discussed earlier. His 
fate would become everyone's, and the standards of 
American medicine would slmp'v collapse. 

If this demand of the Insurance companies surprises 
you, remember that there are no truly private health* 
insurance companies In the U.£. today. What we have, In 
essence, Is a government-protected, government- 
regulated cartel in this field. And what the cartel wants is 
not more freedom, but more money by means of 
government favors, Including stlffer government con- 
trols over medical costs. . 

The end of the .Medicare road, in other words, Is 
complete socialized medicine*. * 

Now you can see the absurdity of the claim that state 
payment of medical bills will not affect the freedom of 
•physicians or the quality of patient care. Statefundlng 
necessarily affects and corrupts every private" service. 
Communism, In fact, h essentially nothing more 'than 
state funding. The Soviets pretty much leave doctors, 
and.eyeryone else, free to dream or fantasize within 
their own skill's; all the government does Is fund every- 
thing, fe., take over the physical means of every citizen's 
existence. The enslavement of the country, and thus the 
collapse of all standards, follows Is a matter of course. 

Now let me backtrack for a minute. I have been main- 
taining that the et ise of our soaring health-care costs Is" 
government funding of medical care. Many observers, 
however, claim that the cause is something different: 
the rapid advances In medical technology, such as CAT 
scanners or the latest, most sophisticated disease- 
dejecting Instruments* the magnetic resonance imaging 
or MRU machines. Some people, accord I nglyrwant to 
limit such technology or even abolish It. Let me answer 
this objection briefly. 

technology by itself (foes not drive up costs; In fact,*U 
generally reduces costs as It improves the quality of life. 
The normal pattern, as, exemplified by the automobile 
and computer Industries, is: a new invention Is expen- 
sive at first, so that only a few can afford It. But Inventors 
and businessmen persevere, aiming for the profits that 
come from* a mass market. Eventually, they discover 
cheaper and better meThods of production. Gradually, 
costs comedown until the general population can afford 
to buy. No one Is bankrupted, everyone gains. 

What creates national bankruptcy is not technology, 
but technology Injected Into a field by government 
decree, a pan from supply and demand. That is what is 
happening In medicine today. State-of-the-art medical 
treatment— Including new inventions or procedures, 
that are still prohibitively expensive, such as liver trans- 
plants and long-term dlalyses— is being financed by the 
government for the total population In the name of 
egalitarian Ism. The result Is the unbelievable expendi- 
tures that are made routinely In our hospitals, far beyond 
most people's capacity to afford. These expenditures are 
particularly evident in regard. to the terminally ill, who 
almost always fall under the umbrella of some 
government-Supported insurance program. It has been 
estimated that 1% of our CNP Is now spent on the dying 
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In (heir latl weeks of life. Old you hear thai? Or. looked 
al In another way: one-haH of a man.'s lifetime medial 
expenses occur now In (he last six months of hfc life. 

in a free toclely. you yourself would have 10 make a 
choice; do you wanl 10 defer consumption, cancel vaca- 
tions forego pleasures year after year, so as to extend 
your life in the ICU by a feWmonths at the end? If you 
do, no one would Interfere under capitalism. You could 
hoard your cash and then has* a gtorjoui spree in the 
hospital as you die. I would not care to do this, it does 
not bother me that some billionaire can live months 
longer than J by using machinery that Lcannot begin to 
afford, i would rather be able to make ends meet, enjoy 
my tile, and die a bit sooner. But in a free society, you are 
not bound by my decision; each man makes and finan- 
ce* his own choice. The moral principle here is clear- 
cut: a man has a right toad to sustain his life* but no right 
to loot others In the process. If he cannot afford some 
science-fiction cure, he must learn to accept the facts of 
reality and make the best of It. 

In fact, In a free society, the few who could afford 
costly discoveries would, by the normal mechanism, 
help bring the costs down. Gradually more and more of 
us could afford more and more of the new technology, 
and there would be no health-cost crisis at all, Everyone 
would benefit, no one would be crushed. The terminally 
lit would not be robbing everyone else of his life, as is 
happening now, thanks to government Intervention; 
the elderly would not be devouring the substance of the 
young. * 

Well— to return to my main .theme— have I now 
covered, at least in' essence, the way in which govern- 
ment is wrecking the practice of medicine and tighten- 
ing the noose around the doctors' necks? I have barely 
scratched the surface. For example 4 . I have not even 
mentioned the formal introduction of the principle of 
collectivism into medical practice— of committee- 
medicine as against individual Judgment. This is exem- 
plified by the flourishing PRO* in our hospitals, the 
Professional Review Organizations, which, act to oversee 
and strengthen the various ORG controls. PROs are 
committees of doctors and nurses established by the 
government to monitor the treatment of Medicare 
patients, and especially to cut its cost— committees with 
substantial power to enforce their arbitrary Judgments 
on any dissenting doctor. These committees are the 
equivalen I. in the Medicare system, of the HMO admin- 
istrators, and have potentially the same kind of all- 
emcompassfng power to forbid hospital stays (along 
with the associated test's and surgical procedures), even 
when the admitting doctor thinks they are required. 

Nor have I yet mentioned CONs. or Certificates of 
Need. Since the government regards anything new in 
the field of medicine as potentially expensive, a hospital 
today is prohibited from growing in any respect, 
whether we speak of more beds or new technology, 
unless the administrator can prove "need" to some offi- 
cial. 5ince-"need" In this context is-undetined and 
unprovable, the operative criterion is not "need" at all. 



but pull,- political puti. Under this program, the govern- 
ment iasl year denied Stoan-Ketlering, the fomout New 
York cancer hospital, perm In 'on to purchate an MRI 
machine, because another New York hotpllal already 
had It. Later, the government backed down in Ihe face of 
the resulting public uproar. Qui whatajjout the hospitals 
thai do not enjoy such fame or contacts, and that are 
Inexplicably denied the right-to acquire a new and cru- 
cial dlapnosllc tool? So far. Ihe freeze on them Is only 
partly effective. Doctors are still allowed to purchate 
new equipment for their own-offices, which hospital 
patien is now often use. But the governmerjt is fighting to 
close this loophole; ii Is onlhe verge of decrceing-ihal 
private doctors In their own offices out of their own 
fJndr cannot purchase new equipment without a 
government certificate of "need." Here again, by the 
way, you can see how your care will be affected, even lf-„ 
you are not a Medicare patient, if your doctor ornospilal 
is not allowed to have the equipment, you cannot 
benefit fro/n it either, it isn't there. It doesn't exist. 

Nor have I mentioned the hundreds— yes. 
hundreds— of other government interventions in medi- 
cine. In the ipace of a year, state legislatures alone 
recently enacted almost 300 pieces of health-cost con- 
tainment legislation. One hospital in New York now 
reports to 99 separate regulatory agencies. *" 
And I have not touched on what is perhaps the most 
demoralizing crisis in the field of medicine today, dem- 
oralizing to Ihe doctors; (he mafpractfee crisis. We must, 
however, pause on this one. because It illustrates dram- 
atically, In yet another form, the lethal effects of govero-.. 
me'nTlnier9enildn1n the field of medicine. 

Medical malpractice suits have trebled since 1975. 
There are now about sixteen lawsuits for every hundred 
doctors. In addition, awards to plaintiffs today average 
around $330,000 and are steadily climbing. The effect of 
this situation on physicians Is unspeakable. First, i have 
, been told, there is fear, chronic fear, the terror of the 
next attorney's letter In the mail. Then there is the agon/ 
of drawn-out legal harassmen I. including endless depo-.. 
sitions and a protracted trial. There is the exhaustion of 
feeling that one lives in a malevolent universe, and that 
every patient is a potential enemy. Always, there is the 
looming spector: a career-destroying verdict. And wha- 
tever Ihe verdict, win or lose, there is the fact lhal ilt of ' 
Ihe doctors, Innocent and guilty alike, are paying for It. 
. They are paying for the exorbitant awards in the form of 
unbelieveabfe Insurance premiums— over $100,000 per 
year per physician in some places. 
In response lo this situation, doctors are forced ro 
, engage wholesale in what is called "defensive modi*-* 
cine," i.e., the performing of unnecessary leslsor proce- 
dures solely in order to build a legal record and thereby 
prevent the patient from suing later. For example. I 
heard about the case of a man falling and bumping his 
head slightly. Since there was no evidence of any head 
injury, there was no basis, in the doctor's judgment, to 
order an expensive series of skull X-rays. But if.he docs 
not order it. he lakes a chance: If, month* or even years 
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later, ihe man thould develop mysterious headache*, 
the Jocior might be lued; he mighi be charged retroac* 
lively with negligencei ilnce he ommllied a ten that 
might have shown tomethlngthat might have prevented 
ihe headaches. So the doctor hat no choice; he hai to 
order the tests to protect himself. By a conservative 
estimate, defensive medicine now accounts for about 
one-thUd of all health-care Costs, 

Since the medical profession did not suddenly turn 
•evil or irresponsible in the last decade or so. we must ask 
what is the cause of the soaring lawsuits. The most Imme* 
. diately apparent answer lies In the law, which has now 
lost any pretense at rationality. Thestandardfof liability 
are corrupt. Negligence. In any rational sense of the 
. term, ii no longer the legal standard. Today's standard. 
In elfect, demands of the doctor not responsible care, 
but omniscience and omnipotence. 

For example. If a doctor prescribes a drug that is safe 
by every known test, and years later It is discovered to 
have side effects undreamed of at the time, the doctor 
can be sued. Was he negligent? No. merely non- 
omniscient. If he treats a patient with less than the most 
expensive technology, whether the patient can afford it 
or not. he can be sued. "You open yourself toa malprac- 
tice suit." says an attorney in the field,*' If you even give 
the appearance of letting financial considerations con- 
flict with good patient care.'" Or: l( a baby has a birth 
defect that can be ascribed to the trauma of labor, the 
obstetrician may be sued for not having done a Caesar- 
ian, even though there were no advance Indications In 
favor of one— because as one obstetrician puts it. people' 
assume "that anything less (than perfection] H due. to 
negligence.' 4 This last statement actually reveals the 
operative principle of the law today, not of some crack- 
pot left-wing radical, but of the /aw: the patient Is 
e Milled to have whatever he wishes', regardless of cost or 
means; It makes no difference what doctors know, or 
whether the money exists; the patient's desire Is an 
• absolute, the doctor is a mere serf, expected to provide 
all comers with an undefined "perfect care "somehow. 

Do you see where this idea comes from? It Is the basic 
principle that underlies and gave birth 10 Medicare. 
"You the patient," Washington said In the 1960s, "need 
do nothing to earn your medical care or your cures. 
From now on .you need merely wish, and the all- 
powerful government will do the rest' for you some* 
- how." Well, now we see the result. We sec the rise of a 
generation of patients (and lawyers) who believe It. who 
- expect treatment and cures as a matter pf right, simply 
because they Vviih It, and.who' storm" info court when 
their wish is frustrated. 

The government not only Inculcates such an attitude, 
but makes it seem financially feasible as well, because 
Washington has poured so much money Into the field of 
medicine for so long. How else could anyone afford the 
defensive tests, or the inflated medical prices necessary 
to hetp pay for the Incredible malpractice awards? They 
could not have been afforded In a free-market context. 
In the days of private medicine, there was no malprac- 
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tice crisis; there was neither the public psychology nor 
the irresponsible funding 'hat It requires. But now. 
thanks to government, there is both. And there is also a 
large enough corps of unscrupulous lawyers who are 
delighted to cash in on the disaster, lawyers who are 
eager to extort every penny they can from conscien- 
tious, bewildered, and in rrfOst cases* utterly Innocent 
doctors— while grabbing off buge contingency lees for 
themselves In the process. 

The only solution to the malpractice crisis is a rational 
definition of "malpractice." whjch would restrict the 
concept severely. to cases of demonstrable negligence 
or Irresponsibility, withln trte context of objective defi- 
nitions of these terms, taking into account the know!- 
edje,a.nd the money available auhe time, But this is 
impossible until the government gets Its standards and 
Its cash out of the medical business altogether. 

Ladles and gentlemen, we are all kept alive by the 
work of man's mind— the Individual minds that still 
retain the autonomy necessary to think and to (unction. 
In "medicine, above all. the mind must be left free. Medi- 
cal treatment, as I have said. Involves countless variables 
and options that must be taken into account, weighed, 
and summed up by the doctor's mind and subconscious. 
Your life depends on the private, inner essence of the 
doctor's function; It dependson the Input that enters his 
brain, and on the processing such input receives from 
him. 

What (s being thrust now into the equation? It Is not 
only Objective medical facts any longer. Today. In one 
form or another, the. following also has to enter that. 
SralnuTThc ORG administrator will raisejiell 111 operate/, 
but the malpractice attorney will have a field day if | 
don't— and my rival down the street, who heads the 
focal PR6, favors a CAT scan In these cases. I can't afford, 
to antagonize him, bdt the CON boys disagree and they 
won't authorize a CAT scanner for our bospltal— and 
besides the FDA prohibits the drug I should be prescrib- 
ing, even though It is widely used In Europe, and the IRS 
might not allow the patient a lax deduction for it. any- 
how, and I can't get a specialist's advice because the 
latest Medicare rules~prohibit a consultation with this 
diagnosis, and maybe I shouldn't even take this patient, 
he's so sick— after alt, some doctors are manipulating 
their slate of patients, they accept only ihe healthiest 
ones, so their average costs are coming in lower than 
mine, and it looks bad for my staff privileges . . ." Etc. 
Would you like your case to be treated this way— by a 
doctor who takes Into account your objective medical, 
needs and the contradictory, unintelligible demands 6f ' 
99 different government agencies and lawyer -squads? 11" 
you were a doctor, could you comply with all of it? 
Could you plan for or work around or deal with the 
unknowable? But how could you not? Those agencies 
and lawyer-squads are real, and they are rapidly gaining 
total power over you and your mind and your patients. 

In this kind of nightmare' world. If and when it takes 
hold fully, thought Is helpless; no one can decide by 
rational means what to do. A doctor obeys the loudest 
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authority. Or he tries to sneak by unnoticed, bootleg* 
gmg some good health-care occasionally. Or he gives up 
and quits the field. 

Now you can understand why the philosophy of 
Objectivism holds that mind and force are op polities— 
and why Innovation always disappears In totalitarian 
countries— and why doctorsandoaiienisallke are going 
to prnsh under socialized medicine, if lis Invasion of this 
nation is not reversed. 

Conservatives sometimes observe that government, 
by freeiing medical feet, Is destroying the doctors' 
linancial incentive lb practice. This Is true enough, but 
my point ii different. With or without Incentive,- the 
doctors are being placed In a position where they liter- 
ally unnoi function— where they cannot think, judge, 
know what to do, or act on their conclusions. Increas- 
ingly, for a man who Is conscientious, today's govern- 
ment is making the practice of medicine Impossible. 

The doctors know it, and many have decided what to 
do about it- In preparation for this talk. I spoke to or 
heard from physicians around (he country. I, wanted to 
learn their view of the state of their profession. From 
New York to California, from Minnesota to Florida, the 
response was almost always the same; "I'm getting out of 
medicine." "I can't take It any more.""l'm pulling every 
cent i can into my pension plan. In five years. I'll retire." 

Such Is the reward our country Is now offering to the 
doctors, in payment for their life-saving dedication, 
effort, and achievements. 

As to talented newcomers rising to replace the men 
who quit, I want to point out that medical-school enrol* 
Iments are now dropping. Bright students today, says the 
president of the Mount Slnal School of Medicine, are 
"discouraged by the percept lonof growing government 
regulation of medicine."* Note that it is bright students 
about whom he speaks. The other kind will always be in 
ample supply. 

Any govern ment program has beneficiaries, who fight 
to keep the program going. Who is benefiting from the 
destruction of the doctors? It is not the poor. A genera- 
tion ago, the poor in this country received excellent care 
through private charity, compa ratively much better care 
than they are going to get row, under the ORG and 
HMO approaches. The ben'.iciaty is not the poor, but 
only one sub-group among them: those who do not 
want to admit that they are charily cases, those who want 
to pretend thai ihey are entitled lo medical handouts as 
a mailer of right. In other words, Ihe beneficiary is the 
dishonest pqor, who want righteously to collect the 
unearned and consider It an affront even to have to say 
"Thank you." And there Is another beneficiary: the new 
9-io-S, civil-servant doctor, the kind "who once existed 
only on the fringes of medicine, but who now basks In 
i he limelight of being a physician and healer, because 
his betters are being frozen out. And there Is one more 
beneficiary: 'the medical bureaucrats, lobbyists, legisla* 
tors, and the malpractice lawyers— in short, all the force- 
wielders now slithering out of their holes, gorging 
'huniselves "on unearned jobs, money; fame and/or 



power, by virtue of having sunk their fangsinio the body 
of the medical profession. 

Altruism, as Ayn Rand has demonstrated, docs not 
mean kindness or benevolence; it means that man is a 
sacrificial animal; It means that some men are to be 
sacrificed to others. America today Is a textbook Illustra- 
tion of her point. The competent doctors, along with 
their self-supporting patients, are being sacrificed— to 
the parasites, the Incompetents, and the brutes. This Is 
how altruism always works. This Is how it has lo work, by 
Its nature. 

The doctors resent today's* situation passionately. 
Many of them are ready, to qui L but not to fight (orjhelr 
field— at least, not to fight in the manner they would 
have lo. If they were 10 have a chance of winning. In part, 
thls'ft because the doctors are frightened; they sense 
that if Ihey speak out loo loudly, ihey may be subject to 
government reprisals. Above all, however, the doctor*" 
feel guilty. Their own professional motivation— the per* 
sonal, selfish love of their field and of their mind's ability 
t6 function— ii noble, but ihey do notltnow It. 

Forages they have had It pounded into them that ll Is 
wrong lo have a personal motivation, wrong to enjoy the 
material rewards of their labor, wrong to assert their own 
Individual rights. They have been told over and over 
lhat.no mailer what their own desires, ihey should wftni.. 
lo sacrifice themselves lo society. And so ihey are lorn 
now by a moral conflict and silenced by despair. They do 
not know what to say if ihey quit, or how lo protest their 
enslavement. They do not know that selfishness, the 
rational selfishness ihey embody and practice, is the 

* essence of virtue. 'They do not know thai they are not— 
servants of their" patients, but. toquote Ayn Rand, "tracf-" 
en. like everyone else in a free society"— and they 
should bear thai title proudly, considering the crucial 
importance of the services they offer.'" If the doctors 
could hear just this much and learn lo speak out against 
their Jailers, there would still be a chance; but only If 
Ihey speak out as a matter of solemn justice, upholding a 
moral principle, the first moral principle: self- 
preservation. _ - 

Thereafter, in practical terms, they— and all of us— * 
could advocate the only solution to today's crisis: re* 
moving Its primary cause— In other words, closing down . 
Medicare. Reducing Medicare's budget is not the 
answer— thai will simply tighten the ORG noose. The 
program itself must be abolished. In principle, the 

* method is simple: phase it out in stages. Lei the govern-. - 
mem continue to pay. on a sliding scale, for those who 

a re already too old lo save for their final years: but give" * ' 
clear notice to ihe younger generations thai there ir»\r 
' cut-off age. and thai they must begin now to make their 
. Own provision for their later medical costs. 

Istheresiill time for sucha slept* The most I can answer 
Is: in ten years, there won't be— that is how fast things 
are moving. In ten years, perhapseven In five, our medi* 
cal system will have been dismantled. The best doctors 
will have mostly retired or 'gone on strike, and the' 
government will be so entrenched in the field that 
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noting will get rid of it. . 

II you are my age, you may sneak by wllh the rest of 
youtJifeipan. counting ontheremnarm of private medl-. 
cine that still exlit. Bui if you are like many of the faces I 
iee out there— In your teem, twenties, thirties— then 
Cod help yout To you, I want to conclude by saying: find 
out what ii going on in this field— don't take my word for 
It— and then act. let people know it.e situation, In what- 
ever way Ii open to you. In particular, talk to your doc* 
*or. If you agree with the Declaration of Independence, 
tell him that he, too. comes under it; that he, too. it a 
. human being with a right to life; and that you want to 
'help protect hit freedom, and hit income, on purely 
selfish grounds. 



If you are looking for a crusade, there ii none that it 
more idealistic or more practical. This one ii dcvnicd tu 
protecting some of the greatest creators in the history of 
this country. A nd It ii alio, literally, a matter of life and 
death— your life, and that of anyone you love. Don't let 
it go without a fight. 
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Briefly Noted 



Marshall 1. 1 lock, MJD. Phot nl« endoerf- 
nologiil and editor of Arizona Medrctao. 
hat been named Medical Director of the 
new is-bed Humana HospiuKPhoenii 
Diabetes Center. 

Harold t Grica, MJK, fori*, h the new 
medial director at Pueblo Norte Nursing 
Center. Plaza del Rio. Peoria. Dr. Cries 
has served as head of the Department of 
Family Practice at Boswetl Memorial' 
Hospital. 

Ronald P. Spark, MA., President of the 
Pima County Medical Society, was the 
guiding force behind Tucson's Project 
Graduation campaign. The program 
enlisted the support of schools and young 
people In promoting a chemicaMree gra- 
duation. Spark, a pathologist. uld that last 
year, of the 91 Pima County teens who 
died. 35 were accidental deaths and most 
Involved alcohol. 

The growing problem of professional 
liability Insurance was the topic of an 
American Medicine Association spon- 
sored teleconrerence presented In coop- 
eration with the Arizona Medial 
Association In Phoenix in June. Profes- 
sional liability Committee members who 
attended the teleconference were: On. 
* Earl J. Baker. Jack Brooks, WfOam |. Man- • 
gold, Win lam PL Myers, Edward Settcnt- 
pttJ, William C. Scott, Urtn frHx Taylor, 
and Nell O. Ward. 

The Arizona Medial Association wel- 
comes the following new member: 
Active Me m b e rs 
Maricopa 

Kenneth A. grown, MJ>. 
Emergency Medicine 
475 South Dobson Road. Chandler 

july teas • nut • r • 



University of Oregon - 1977 

Martin L Dimond, MS). 
Plastic Surgery, Hand Surgery 
4*26 East Shea Boulevard. C200. phoenii 
George Washington University - 197S 
Alexander M. Don, MM. 
Psychiatry 

S7S7 west Thunderbifd Road. Glcndelc 
Medial School University of the 
Wltwatersrand. Johannesburg - 19SB 
Patrick J. Donovan, MO. 
Hematology, Internal Medicine 
. 7331 East Otborn. No. 300. Scottsdale 
University of Nebraska - 1977 



Family Practice 
2610 West Bethany Home Rcv-» 

No. 202, Phoenli 
University of Minnesota - 1979 
John a George. MJD. 

'Family Practice 
12635 North 42nd Street 
Paradise Valley 
University of Pittsburgh • 1950 
David G. Greenberg, MJD. 
. General Practice 
755 East McDowell Road. Phoenli 
University of California . 1979 
Donna C Home, M.D. 
Pathology 
7400 East Otborn Road. Scottsdale 
University of Minnesota - 1973 

Michael S. Kappy, M.D. 
Pediatria, Pediatric Endocrinology 
350 West Thomas Road. Phoenli 
UnlversJryof Wisconsin - 1967 
Steven M* Unnerson, M.D. * 
Obstetrics and Gynecology 
2204 South Dobson Road 
No. 204, Mesa 
• University of Colorado - 1977 



JohnD. ManhaR, M O. 
Family Practice 
4232 East Cactus Road, Phoenli 
University of Toronto 
Faculty of Medicine - 1977 
Arnold H. Meyerowiu, M.D. 
Family Practice 
1402 South Mill Avenue. No. 2. Tempe 
. 'Medial School University of the 
Wilwaicrsrand Johannesburg - 1973 ' 
Steven 6. Perlmuttcr. M.D. 
Ophthalmology 
300 West Clarendon. No. 150. Phoenli 
' Washington University • 1960 '• * ' 
Robin L Prentice, M.D. - 

Anesthesiology 
5060 North 19th Avenue 

No. 10J. Phoenii * 
University of Arizona • 1979 
.HaroMLRekatc'.M.D. 
- • Neurologial Surgery 
2910 North Third Avenue. Phoenii 
Medial College of Virginia - 1970 
Swan D. Scarla, MJD. 
Emergency Medicine 
1741 East Morten Avenue— B. r'hoenii 
University of Arizona • 1979 
James M. TtlUnghasI, MJD. 
Anesthesiology 
7006 East Oibor n Road. Scottsdale 
University of Tdas Medical 
Branch. Galveston • 1977 



• Addrtii Corvee .ion: 
Susan 6. Hays, M.D. 
Dermatology 
9220 East Mountain View Road 
Suite 213. Scottsdale 
College of Medicine and Dentistry 
of New lersey • 1960 
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Navajo 
Mark I. Rons, M.D. 
Internal Mfdkine 
P O. Boa W8. Show low 
University of Arltona • 1970 

Pima 

Bruce K< Adems, M.D. 
Emergency Medicine " 
6900 North Chaparral. TuCion 
University of Minnesota • 1974 
Dennil R. iaitron, M.D. * 
Anesthesiology 
5200 East Cram Road 
Nq. 602. Tuoon 
University of low* • 1964 
Steven I. OMn, M.D. 
Obstetrics and Gynecology 
639 West Congress Street. Tuoon 
Washington University - 1960 
lames Robert Car*adr. M.D. 
Therapeutic Radiology 
Arltona Health Sciences 
Center, Tucson 
Harvard Medical School • 1963 



lohn H. Unley, M.D. 
Anesthesiology 
5700 East Plma-E, Tucson 
Creighton University • 197S 
David I. Upani MJ>. 
Cardiology. Internal Medicine 
1773 West St. Mary's Road. Tucson 
University of California 
San FranclKO • 1974 

Pinal 

Eleanor A. Mokranc. MJ>. 
Obstetrics and Gynecology 
1820 East Florence Boulevard 

B, Case Grande 
University of Nevada School of 
Medical Science • 1960 

Yavapai 
David A. Grietemcr, M.D. 
Neurology, Child Neurology 
1022 Willow Creek Road 
No. 104, Prescoti 
John Hopkins University • 1976 
"Ronald F. Whitney, M.D. 
Urological Surgery 
1003 Division, Prescoti 
Tufts University • 1972 
Elaine Pearson Young, M.D. 
Dermatology 
300 South Willard 
No. 104, Cottonwood 
Northwestern University • 1967 

Yuma 

Pedro f. Almaun, M.D. 

Family Practice 
201 First Avenue. Yuma 
i acuity of Medicine and Surgery 
University of Santo Tomas • 1953 
louis K. Madilon, M.D. 
Rad(ology r Nuclear Medicine 
2451 South Avenue. No. 7. Yuma 



College ol Medicine . 

and Dentistry 
ol Now Jersey - 1976 
Mo Zonls, M.D. 
Neurology 
1220 West 24th Street 
No. 1, Yuma 
University ol Tel-Aviv • 1977 

Service Members 
Markopa 
VfmalV. Abhyanker. M.D. 

Psychiatry 
1424 South Seventh Awnue 

" . P hoe nli 

University of Bombay • 1963 
'Vincent J. Russo. M.D. 

Orthopedic Surgery 
10250 North 92nd Street 
Scottsdale 
State University 
of New York • 1946 

Pima . 
'Mtrlene Bluesftln, MJ>. 

Internal Medicine 
Veterans Administration 
Medical Center. Tucson 
State University of New York 
at Buffalo • 1976 

Resident Members 

Markopa 
Hara P. Mtsra. M.D. 
Sirlrram Chlndra BhanJ 
Medical College 
Utk*l(lndiaj.1969 

Student Members 
University of Arizona 
Thomas Coodheart * 

Affiliate Members 
Markopa 
Marwln A. K. Lommen. M.D. 
University of Pittsburgh • 19S5 




President 
Gary L .Henderson. M.D. 

Presidentelect 
Nell O. Ward, M.D. 

Vice President 
Robert 8. Hlrtch, M.D. 

Secretary 

Richard L Coltlne, M.D. 

Treasurer 
Mark Usy, Jr.. M.D. 

Paat President 
Carl J. Baker, M.D. 

Eiecutlvo Vice President 
Bruce E. Robinson 



Publishing Committee 
Marshall 8. Block, M.D.. Chairman 
Ear| J. 8aker, M.D. 
Bumell R. Brown, M.D. 
George E. Burdlck. M.D. 
Richard L Collins. M.D.. 
Kenneth B. Desser. M.D. 
Jay 8. Pleiahman, M.D. 
Benjamin K. Harris, M.D. 
Jonathan M. Levy. M.D. 
William B. MeGrath. M.D. 
Naoplto L Robles. M.D 

Jay w. Smith. M.D. 
Volkar K.H. Sonntag, M.D. 
Sidney C. Werner. M.D. 
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Mr. Kolbe. Thank you, very much, Dr. Henderson. 
We will next go to Tom Plantz, president of the Arizona Hospital 
Association. Tom? 

STATEMENT OF TOM PLANTZ 

Mr. Plantz. Thank you, Congressman Kolbe and Congressman 
McCain. 

I am Tom Plantz, and I am representing the Arizona Hospital 
Association, of which I am the chairman of the board of directors. 

I am here today representing literally 58 of our hospitals state- 
wide, who are members of the Arizona Hospital Association. These 
hospitals, together, comprise approximately 10,000 of our inpatient 
beds here within the State, as licensed by the State of Arizona. On 
behalf of our association, I would like to extend a collective thank 
you for the opportunity to submit both the written testimony, earli- 
er, and the opportunity, today, to comment verbally. 

The written testimony, as you will find before you, is much 
longer than the few comments I am about to make. So, in keeping 
with Dr. Henderson's lateness of the hour, I will move very quick- 
ly. 

The Hospital Association, for the record, has submitted that writ- 
ten statement, and it is before you, I believe. 

Mr. Kolbe. And it will be entered into the record. 

Mr. Plantz. Our member hospitals have identified several key 
issues of concern in the course of responding to the five issues, as 
defined in your initial letter, dated August 13, 1985, and through 
their input of those individual hospitals, combined with the in- 
volvement of the Hospital Association's councib on patient care 
and finance, which have met together in the last couple of weeks in 
Phoenix, we have identified some of these following issues, and 
urge your consideration, as we articulate them. 

Significantly, they are as follows: With respect to the scope of 
PPS, prospective payment system reimbursement impact, in our 
review and evaluation of the impact of the DRG system on the el- 
derly in Arizona, there needs to be more focus on the health care 
system in a broader sense and not just the role and activities of the 
hospitals, alone, or the physicians, alone. Each participant in the 
delivery of health care services should be considered in determin- 
ing the overall impact of PPS. 

These participants that I refer to include physicians, hospitals, 
certainly, nursing homes, home health care agencies, allied health 
professionals and social service agencies in the community. As an 
example, in this State, we have some 8,263 skilled nursing home 
facilty beds, and only about 910 of those are licensed under the 
State health department, and therefore only those 910 receive Med- 
icare certification, and thus, Medicare will not pay for that skilled 
nursing care when those patients are admitted to those facilities. 
Indeed, a burden is added to the patients and the family at that 
time, a financial burden, particularly. These nursing homes, while 
good, I know are working hard to increase the standards so that 
that certification will come, and, yet, that is a dilemma, particular- 
ly for our elderly patients. 
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Some other range of factors that I think are worth mentioning, 
although the PPS has a significant impact on the health care 
system, and the deliveryof health care services relative to our hos- 
pitals, the effects of PPS are just one factor contributing to the 
changes occurring in the health care environment, today. 

In Arizona, the health care providers have experienced the 
growth and popularity of outpatient surgical centers and outpa- 
tient treatment centers, as alternatives to inpatient care; we ap- 
plaud that effort in the name of good patient care at lesser cost. In 
fact, as many of you know, Arizona was a pioneer in the develop- 
ment of this alternative care program. In addition, the Arizona 
Medicare experience, called AftCCCS and the elimination of the 
certificate of need statutes, have also contributed to the changing 
environment in the delivery of health care services in our State. 

The point of what I am saying is PPS has had an impact and 
DRG s, yes, have had an impact but there are also many other fac- 
tors that need to come into this equation as you make your evalua- 
tion. 

With respect to modifications of this system, regarding some of 
the questions you have raised in your letters, this subcommittee 
review, I would hope, and others like it around the country, reveals 
that the PPS and the DRG system is working. The Arizona Hospi- 
tal Association also believes that it is working, but that further 
tightening down of the financial reimbursement and/or a contin- 
ued racheting down, if you will, by Federal Government, will even- 
tually lead to a reduction in health care services— both accessibility 
and availability of those services for our elderly patients. 

Further, if the system is determined to be working, additional 
change in the new incentives currently employed will again cause 
and create changes in provider behavior in response and reaction 
to a new set of ground rules, which may be counterproductive. In 
plain English, I would suggest respectfully that the system not be 
tinkered with too much; give it a chance to work. 

In the determination of the effect and impact that PPS has had 
on such areas as quality of care, our Hospital Association believes 
that consideration must be given to clearly defining as difficult as 
it may be, such terms in the relationship to the elements to be 
measured regarding that issue of quality of care. 

With respect to the need for additional regulations, as raised in 
your letter, our association supports the belief that there is no need 
to create and impose additional regulatory programs on hospitals 
or physicians, for the purpose of monitoring PPS. The basic system 
is in place. It needs time to work. It should not be significantly 
tampered with, in our judgment, but in support of our seniors, 
many of them whom we have heard from this morning, it needs 
refinements and flexibility so as to be more sensitive to individual 
needs and extenuating circumstances within those individual 
needs. 

Our Hospital Association believes that greater coordination with 
other interested and effected parties needs to occur in the future 
development and implementation of PPS. As we have noted, the 
health care agencies, allied health professionals, and other social 
service agencies, within the community are all impacted as a result 
of the PPS. The effect of these parties, as well as hospitals, needs 
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to be coordinated to avoid lapses or gaps in providing the necessary 
resources and services to treat the population, the elderly popula- 
tion in need of health care. While our hospitals believe throughout 
the State that the care rendered during inpatient hospitalization is 
of good quality, we recognize, as was mentioned here this morning 
during the first panel, that the elderly patients particularly some- 
times require other support resources once they are discharged 
from the hospital. That gets into the whole area of community 
agencies and home health care services. Not all those cases need to 
be taken care of in ho? ^als, and yet, the need is there on the part 
of the elderly. 

Another participant in the health care delivery system, which is 
currently exempted from PPS and DRG programs, is the free- 
standing psychiatric hospital. The Association of Arizona Hospitals, 
whose membership includes six such psychiatric hospitals, would 
urge that the current exemption for such hospitals be maintained 
at least another 2 years to allow for the completion of studies to 
determine what prospective payment system would be appropriate 
for our free standing psychiatric hospitals in this State. 

In closing, Congressmen, hospitals, we believe, are responding to 
the PPS, here in Arizona, in the manner in which the Department 
of Health and Human Services and the Health Care Financing Ad- 
ministration intended it. In other words, hospitals are responding 
to and working within the DRG system. However, PPS appears to 
be just one factor contributing to the changes occurring with the 
management and operation of our hospitals in delivering care and 
services. There are additional factors that have initiated or supple- 
mented changes to or with the health care delivery system, such as 
growth of HMO's, particularly here in the community of Tucson, 
the health benefit redesign as brought about by business and indus- 
try and others, PPO's, IPA's, and the rest of the alphabet soup, all 
impacting on the question before the House. 

The health care environment in this State, I believe everyone re- 
alizes in the last couple of years, has experienced significant 
change. Because of these changes, new opportunities have been cre- 
ated providing hospitals and other health care providers with 
greater flexibility to meet the need to deliver health care and 
health care services. 

Hospital administrators, nurses and physicians, alike, are all con- 
cerned and sensitive to the issues expressed here this morning re- 
lating to cost, quality and accessibility and delivery. While we all 
believe that appropriate care is most always given in our hospitals 
at the hands of our physicians, we are quick to recognize that once 
the patient is discharged from our hospitals, oftentimes other levels 
of care and social services are necessary in the home setting. 

The burden for care under PPS may well be shifting from v the 
hospital setting to other community, social service agencies, and I 
think that is an important point to underscore. 

The Arizona Hospital Association and its member institutions 
are ready and willing to work with your subcommittee, with the 
Congress to address the issues and hopefully find better solutions 
to these problems. They're our problems collectively. 

Our goal with our physicians is quality patient care at a reasona- 
ble and affordable price and hospitalizations we all know are costly 
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and the Federal Government must continue to recognize that some- 
one has to pay for the extra burden resulting from the goods and 
services consumed by our elderly patients. Those patients cannot 
bear the burden alone, particularly after being discharged from the 
hospitals, and our payment systems have failed to address that 
fully. 

I am pleased t:> mention that our Hospital /association here in 
Arizona is taking a positive step this fall, 1985, when we cosponsor, 
with various senior citizen groups, and the American Hospital As- 
sociation, a senior symposium to discuss, inform, and educate both 
hospitals and senior citizens, regarding the dilemma before us, the 
DRG s and the PPS payment system. 

On behalf of the Arizona Hospital Association, Congressmen, we 
thank you for the opportunity to be with you this morning. 

[The prepared statement of Mr. Plantz follows:] 

Prkparkd Statement of Tom Plantz; Arizona Hospital Association 

On behalf of the 68 member hospitals of the Arizona Hospital Association, I would 
like to extend our appreciation and gratitude to the Committee and specifically to 
Arizona s Representatives McCain and Kolbe for the opportunity to present the 
membership s statement on the impact of the prospective payment reimbursement 
system (PPS) on the elderly in Arizona. The 58 member hospitals of the Association 
include rural as well I as urban hospitals, general acute-care and specialty hospitals 
(psychiatric and childrens), non-profit and for profit hospitals, and public as well as 
p rX a ^SSK 1 ?^* .Collectively the Association's member hospitals account for 9,273 
of the 10,952 hospital beds licensed by the State. 

Pursuant to your letter of August 13, 1985, the Association has considered your 
request and in honor of that request prepared a response for inclusion in the hear- 
ing record. 

ISSUE 1 

4u°4 n fu l>f th ? 1)011118 made 1x1 favor of DRGs at the time of ito adoption in 1983 was 
that the system would encourage shorter lengths of hospital stay. Earlier this year, 
the General Accounting Office, in a report to the Senate Special Committee on 
Aging, noted that Recent data on the use of hospitals under Medicare appear to 
of stay" 1 P have 1x1 fact "^ponded to the PPS system) by reducing lenghts 

*u a, T S 0 ^ ha y e h n °2P italB m the state of Arizona responded to the implementation of 
the DRG system? Specifically: 

(i) Has the average length of stay for Medicare patients in Arizona declined since 
the inception of DRGs? 

(1) If so, by how much? 

(2) Is this decline concentrated in certain specific DRG classifications? If so, which 
onesr 

(ii) Pluming a decline in the lenght of hospital stay, does this trend have any 
medical significance which should be monitored by Congress, with consequent modi- 
fications to the DRG system? 

b. What is the recent history of Arizona's rate of health care inflation? 

(l) Do you attribute any impact on the rate of inflation to the use of the DRG 
system r 

(ii) Do you foresee the DRG system serving successfully over the long-range in re- 
straining the rise in health care costs? 8 

(in) Are there limits to how much the DRG system can be expected to hold down 
the rise in health care costs without compromising health care? 

c. Arizona is in a unique position in that the rtate does not have a Medicaid pro- 
gram. Does the lack of Medicaid services have any impact, adverse or otherwise, on 
the success of the DRG program in our state? 

d. Overall, how would you assess the success of the DRG system in Arizona* 
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R*i«tive* to Issue I ami lu subparts, member hospitald of the Association have re- 
sponded I to the implementation of the DRO system generally on the hospitals were 
expected to respond, The PPS provides incentives to the health care provider! to re- 
examine and evaluate the current delivery lyitemd). As predicted, once the pres- 
sure points changed, thi suppliers of health care eervicee did act accordingly and 
alerted or modified their individual approached to the delivery of services to belt 
accommodate their organisation! and cllsntole. 

Although aggregate data with reepect to average length of !tay (ALOS) for Medi- 
c«r» MtionUi li still being tabulated by the State*! fiscal intermediary (Blue Croai 
and Blue Shield), the ALOS for Medicars patienU in Arizona appears to be declin- 
W *i£ !? 0 •P 1U,, • ln checking with individual hospitals within our membership, the 
ALOS for Medicare patients has declined between .5 and 1,5 day!, However, it is 
worth noting that the ALOS for Arizona hospital! has boon gradually declining over 
it* n y wni ' For example, th! ALOS for hospital! in Arizona was 8.0 in 1976. 

The ALOS declined to 6.5 for 1982, 6.5 for 1983, 6.1 for 1984, and 5.9 for the first six 
months of 1986 as calculated by the Arlxona Department of Health Services. 

With the length of stay declining, the possible medical significance is an issue 
~ , ^2 u i d , °° niidcred Py ths health care provider community. However, the 
effect PPS is having on the delivery of health care and health care services has 
become evident. Because PPS has introduced a different set of incentives for the 
health care delivery xyitem, health care providers are responding by intensifying 
efTorte to treat patients for their specific ailment, illness or disease; by developing 
and offering treatment in less costly alternative settings, i.e. outpatient treatment 
centers and outpatient surgical centers; and by discharging inpatient* to less costly 
settings to convalesce. 

Although PPS has moved the health care delivery system and individual provid- 
ers to become more economical and cost conscious, several issues might be noted for 
the Committee s consideration. First, just because the ALOS is declining does not 
mean that the consumption of resources to treat patients will in turn decline. 
Second, the financial incentives provided through Pre have moved the provision of 
services to less costly alternative settings. Because of this movement, the individuals 
W i ai SLf!!? ,ttid to n0i P itals M inpatients have a tendency to have higher acuity 
levels. Third, the impact PPS is having on the social services programs (aa opposed 
to the strictly medical delivery system) is tremendous. As hospitals move to dis- 
charge patients sooner, the social services programs established to assist senior citi- 
sons and others in recuperating are experiencing pressure for additional resources 
to provide the neceesaiVdomestic, social and home health services and facilities for 
patients. Fourth, the PPS has initiated action by the health care provider to reas- 
sess the viability of services currently being provided and planned for the future. As 
a result, the potential problem of accessibility and availability of services should be 
reviewed and considered. Because reimbursement and payment for health care serv- 
ice* is moving to a prospective basis, the health care provider must start looking at 
and to services that are both needed and financially viable. This trend may particu- 
larly impact the delivery of health care services in rural Arizona. 

1 he experience of the Peer Review Organization (PRO) in Arizona conducted by 
the Health Services Advisory Group (HSAO) also indicates that the ALOS is declin- 
ing. Specific statistics to indicate the actual decline and specific DRG classifications 
arc not yet available. Once figures are available from the PRO and the Fiscal Inter- 
mediary (Blue Cross and Blue Shield), we will ■hare such information with the Com- 
mittee. 

Finally, another dimeniion which cannot he overlooked with respect to the inpa- 
tient utilization admission and discharge aspects under the PPS is the role of the 
physician. In Arizona a physician is responsible for admission and discharge of a 
patient. Because PPS reimbursement is dinxtly affecting the hospital, hospitals 
through their medical itafli are working closely with physicians to respond to the 
program. 

The recent history of Arizona's rate of health care inflation is considerably lower 
than th« rates in prior years. In review of the data from the Arizona Department of 
Health Services, the average increase in rates and charges was 3.8 percent for all 
hospitals licensed by the State. The 1984 average increase is very favorably when 
wm P"™ to the preceding years* averages: 1983 (9.6 percent), 1982 (16.5 percent) 
and 1981 (15.2 percent). To date for 1985 the average increase in rates and charges 
is 5.8 percent 
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The 1984 average increase, 3.8 percent, also compares very favorably with the 
United States' Consumer Price Index (CPI) Hospital Component, which was 7,0 per- 
cent. 

Obviously some credit must be riven to PPS/DRO system relative to the impact 
on the reduction in the rate of inflation. However, the degree and amount is yet to 
be determined. The PPS/DRO system may in fact over the long-range restrain the 
rise in health care costs, but only to the payor (U.S. Government) who utilize and 
beneficiaries covered under this system. The long-range benefits, if any, for restrain- 
ing the rise in costs will in all probability be at the expense of the non-Medicare 
patients and payors, because of the cost-shift game. In other words, if HCFA contin- 
ues to reduce or freeze their payment schedule, a greater portion of the costs of pro- 
viding services and :perating facilities will be borne by other payors. 

Arizona is in a unique position in that the state does not have a traditional Med- 
icaid program. However, the State has had in effect for approximately 3 years the 
Arizona Health Care Cost Containment System (AHCCCS) which is a Medicaid- 
funded demonstration program, where the payment system is based on capitation. 
Because this is an experimental program, the traditional rules and regulations ap- 
Plyingto Arizona s situation relative to Medicaid do not necessarily apply. In fact, 
AHCCCS provides greater flexibility and latitude for the state to meld payment ap- 
proaches and does not appear to impede the PPS. 

To assess and measure the success of the DRO system in Arizona is a difficult 
task at best. It differs from hospital to hospital and as to the measure of success the 
program has had to date. If in fact the program's success is measured in the sense of 
making health care providers (hospitals) more efficient economically and cost con- 
scious in the delivery of health care services, one would have to probably respond 
positively. The cause for such a positive response is characterized in general by the 
decline of hospital expenditures since the implementation of PPS. However, for 
some hospitals, the movement by HCFA to nationalize all the various standards and 
norms with respect to payment will have a differential impact on not only various 
regions throughout the United States but on those areas within a state with differ- 
ences in geography, demographics and economic characteristics. However, the 
member hospitals of the Association do believe that the program has created a dif- 
ferent and new set of incentives and responsibilities for hospital response. As a 
result, it appears that the slack within the health care delivery system has started 
to tighten up. In other words, the system is becoming more efficient operationally as 
well as economically. 

issue 2 

Earlier this year, the Aging Committee received testimony from interested indi- 
viduals and organizations, in particular visiting nurse associations and home health 
agencies, which reported that hospitals under DRGs are discharging patients 
'quicker and sicker. 

a. What discharge planning procedures do hospitals have which assure that pa- 
tients receive sufficient counselling prior to discharge? 

(i) How well is this system functioning in Arizona? 

(ii) Are improvements needed in order to assure that elderly patients are ade- 
quately provided for upon discharge from a hospital? 

RESPONSE 2 

As noted under Response 1, the Average Length Of Stay is declining, which would 
indicate that patients are being discharged "quicker." However, to discuss the issue 
of sicker" is a medical analysis probably better considered by the physician com- 
munity. More to the point regarding the specific issue of discharge planning, the 
hospitals have recognized and initiated actions to deal with the discharge planning 
process as a result of the PPS system. In fact hospitals are moving to initiate dis- 
charge planning activities almost at the outset of an individual admission to the fa- 
cility. From a hospital stand-point, the discharge planning process/system appears 
to be working well within the hospital. However, there are areas that need to be 
enhanced and improved. As noted in Response 1, the demands being placed on the 
alternative settings for inpatients' to recuperate and convalesce such as home 
health agencies, nursing homes, visiting nurse services is increasing. In addition, 
the social service agencies such as the area agencies on aging are experiencing in- 
creased demand for services from discharged patients. Because of the increased de- 
mands for these services, such associations and agencies are in need of greater re- 
sources to meet the increased demand. Another aspect of the discharge planning 
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procedure that needs to be enhanced and intensified is the patient and family re- 
sponsibility for certain activities and functions upon discharge. 

Overall, it would appear that the resource most in need of increase rests with the 
assistance of non-skillod employees to be provided to discharpod patients. As govern- 
ment reduces and limits the amount of dollars provided to hospitals for the care and 
treatment of patients, the health care community has responded to these financial 
incentives by discharging patients as soon as medically advisable. However, the dol- 
lars that are available to other organizations such as home health agencies, nursing 
homes, visiting nurse services, and social service agencies have not been proportion- 
ated increased although the pressure for such non-hospital expertise and services is 
increasing dramatically. 

When analyzing the impact PPS is having on the health care delivery, it is criti- 
cal that we look at the system from a broader viewpoint including not only the hos- 
pital perspective but that of the physician, home health agency, nursing home, etc. 

Relative to the issue of "sicker" discharges, we discussed with the State PRO their 
experience with cases reviewed that might be judged potentially as premature dis- 
charges. At this point in time, the PRO acknowledges 12 such potential cases under 
consideration. Those 12 cases come out of a review experience (8/1/84 to 7/31/85) of 
approximately 40,000 discharges of which approximately 400 were reviewed due to 
the mandate to review all cases that were readmitted within seven days. It would 
appear that claims and stories about people being discharged "too soon is a small 
fraction of the overall discharges under PPS in Arizona to date. 

issue 3 

By law, the Department of Health and Human Services will be reporting to Con- 
gress on the issue of "quality care" under the prospective payment system. 

a. What is the view of the Arizona Hospital Association on the quality of care 
issued under DRGs? 

b. Can you provide the Subcommittee with any preliminary judgments on the 
impact of DRGs on quality of care? 

c. Are there specific aspects of the DRG system relating to quality of care that the 
Hospital Association believes need attention? 

RESPONSE 3 

To address and express our views on the "quality of care" under PPS/DRGs is a 
difficult question to even begin to address. The term "quality care" has never really 
been clearly defined by HHS or HCFA. Although quality of care is hard to discuss 
without a clear definition, we do know that hospitals are experiencing patients with 
higher acuity levels (sicker patients) that are consuming resources at the same level 
if not more than before PPS/DRGs. 

Another consideration relative to the quality of care under DRGs is the impact of 
advancements in technology and capital expenditures. As mandates have been cre- 
ated over the years for regulatory control of the purchase and distribution of new 
technology, it is hard to determine how the quality of care may have been improved 
if in fact technology was available without regulatory control. Because PPS provides 
a limit on the amount of reimbursement an institution will get for a patient, institu- 
tions are re-evaluating and assessing the introduction of new services, equipment 
with a keener awareness of the financial implications of such a purchase. 

The severity of illness within the PPS/DRG system needs to be explored and rea- 
sonable and specific measurement tools to determine the severity of the illness and 
the associated resource consumption be developed. 

rity of care is also potentially impacted by any PPS/DRG effect on the avail- 
w and accessability of services to the popmation. As previously discussed, this 
potential problem may be particularly applicable in rural areas. As the financial 
constraints on health care providers tighten, certain current and planned services 
in rural areas may have to oe reassessed. In turn, individuals seeking such services 
may have to travel greater distances to access needed and/or desired services. 

ISSUF 4 

In the report mentioned earlier, GAO noted that "it is possible that some patients 
may be discharged at a time in their illness when they nave substantial needs for 
care." GAO noted further that "to the extent that Medicare patients are discharged 
from hospitals sooner and with greater needs for care, PPS may increase the effec- 
tive demand for the post-hospital nursing home and home health services covered 
by Medicare." 
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^ a. Does the Arizona Hospital Association agree with GAO's assessment that 
some patients may be discharged at a time in their illness when they have substan- 
tial needs for care? 

(i) Can you provide the Subcommittee with nny estimates of the increase in the 
need for home-health and skilled nursing facility care in Arizona? 

b. In view of the fact that Arizona's AHCCCS program does not pay for skilled 
nursing home care, how will these increased needs be provided for? 



As noted earlier, it appears that PPS is increasing the demand for post hospital 
care including nursing home, home health, and visiting nurse services as well as 
programs and services provided by social service agencies, regardless of who pro- 
vides coverage. As previously indicated, the average length of stay for patients is 
declining. The need for alternative settings that are less costly for patients to recu- 
perate and convalesce will increase. 

A key aspect of the estimated increase in need for home health, skilled nursing 
facilities, and other services and facilities, is the desire by these health care provid- 
ers to become Medicare-certified. In reviewing the statistics for Arizona, there are 
61 home health agencies of which 48 are Medicare-certified and there are 91 skilled 
nursing care facilities with 36 being Medicare-certified. In terms of available beds, 
the discrepancy between total skilled nursing care beds and Medicare-certified beds 
in tremendous: 8,263 available beds of which 910 are Medicare-certified. 

Although Arizona's AHCCCS program does not include skilled nursing home care, 
it is the responsibility of the State's fifteen counties to provide long term care serv- 
ices including a mandate that patients be screened to the lowest appropriate level of 
care. Because of this responsibility mandated by state law, Arizona probably has 
gTeater flexibility in meeting the need for a full range of long term care services 
than the State would have under traditional Medicaid. 



Legislation has been introduced in Congress to increase the quality assurance 
mechanisms under the DRG system now in place under Medicare. Do you believe 
Congress should pass legislation strengthening the quality assurance mechanisms 
under DRGs? 



Without reviewing the specifics of any new proposed quality assurance mecha- 
nisms, the Association believes that there are ample mechanisms currently in place 
to monitor and track quality of care under DRGs. For example, the government has 
established the peer review organizations which were designed to monitor and track 
the utilization and quality of Medicare services. In addition, hospital quality of care 
comes under scrutiny by the JCAH accreditation program and/or Medicare certifi- 
cation as well as state licensure qualification. In addition, hospitals have their own 
peer review and quality assurance programs internally to further supplement the 



If Congress is considering additional quality assurance mechanisms, the Associa- 
tion would be happy to provide input and feedback on the various proposals. Howev- 
er, it would be our initial position that additional quality assurance mechanisms are 
not needed unless such mechanisms improve upon and replace existing mechanisms. 

In summary, the Association believes there are several significant issues that 
have been brought out through our research in response to your specific questions 
which we would like to note for the record and the Committee's consideration. The 
points are as follows. 

In review and evaluation of the impact of PPS on the elderly in Arizona, there 
needs to be a focus on the health care system in a broad sense and not just the role 
and activities of hospitals specifically. Each participant in the delivery of health 
Ca o e se /y ices shouW be considered in determining the overall impact of PPS. 

2. Although PPS has a significant impact on the health care system and delivery 
of health care services relative to hospitals, the effects of PPS are just one factor 
contibuting to the changes occurring in the health care environment. In Arizona, 
the health care providers have experienced the growth and popularity of outpatient 
surgical centers and outpatient treatment centers as alternatives to inpatient care. 
In fact, Arizona was a pioneer in the development of this alternative setting. In ad- 
dition, the Arizona experiment, AHCCCS, and the elimination of certificate of need 
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mandatory programs. 
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statutes have also contributed to the changing environment for the delivery of 
health care services. 

3. If review and assessment reveals that the PPS/DRG system is working, the As- 
sociation believes that further tightening of the financial reimbursement will even- 
tually lead to a reduction in medical care. Further, if the system is determined to be 
working, additional change in the new incentives currently employed to again cause 
and create changes in provider behavior in reaction to a new set of ground rules 
may be counterproductive. 

4. In the determination of the effect and impact PPS has had on such areas as 
"quality of care", consideration has to be given to clearly defining such terms and 
the elements to measured. 

5. The Association believes and supports the belief that there is no need to create 
and impose additional regulatory programs on hospitals for the purpose of monitor- 
ing pre. 

6. The Association believes that greater coordination with other interested and af- 
fected parties needs to occur in the future development and implementation of PPS. 
As we nave noted, the health care provider community (physicians, nursing homes, 
home health agencies, allied health professionals, and non-health care providers 
such as social service agencies,) are ail impacted as a result of PPS. The effect on 
these parties, as well as hospitals, needs to oe coordinated to avoid lapses or gaps in 
providing the necessary resources and services to treat the population in need of 
health care. 

7. Another participant in the health care delivery system, which is currently ex- 
empted from PPS/DRG program, is the free-standing psychiatric hospital. The Asso- 
ciation, who's membership Includes six such hospitals, would urge that the current 
exemption for such hospitals be maintained at least another two years to allow for 
the completion of studies to determine what prospective payment system would be 
appropriate for free-standing psychiatric hospitals. 

Again, on behalf of the 68 member institutions of the Arizona Hospital Associa- 
tion, we appreciate the opportunity to submit and present testimony to the Commit- 
tee on the PPS. If the Association can be of further assistance please contact us. 

Mr. Kolbe. Thank you very much, Tom. Ms. Klaehn, would you 
proceed? 

STATEMENT OF ROBIN A KLAEHN 
Ms. Klaehn. Thank you. 

Mr. Chairman and Congressman McCain, my name is Robin 
Klaehn. I am the regional administrator for Medical Personnel 
Pool in Arizona, and its home health agency. And I serve on the 
Communications Committeee of the National Association for Home 
Care. 

I appreciate the opportunity to share with you the impact of the 
prospective payment system on the demand for quality, home, 
health services to Medicare patients in Tucson, in Arizona. 

We are seeing that more and more patients fall through the 
cracks in our Medicare system and these patients represent the 
most vulnerable segment of our population. Under the relentless 
pressure to cut back expenditures, we are seeing those cracks in 
the system grow wider and deeper. The same cost containment 
pressure that led to the adoption of the prospective payment 
system also fueled the rapid expansion of home health services. 
This growth was fully consistent with the intent of the Congress 
that Home Health Services be made widely available. 

Today, however, there appears to be growing concern that home 
health services are not actually serving to substitute for institu- 
tional care, but have become simply an add-on to the total program 
cost. As far as I am aware, there is no data that define this particu- 
lar problem. Yet, there has been an incessant barrage of new regu- 
lations emanating from the Health Care Financing Administration, 
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that are intended to ratchet down home health expenditures, and 
severely restrict the access of Medicare patients to home health 
care. 

This is happening at the very time when the growth of the frail, 
elderly population, their increased longevity and their earlier dis- 
charge from hospitals under the prospective payment system are 
creating a greater demand than ever before for home care, as a 

rr?^ 6 • cost * ffectiv e alternative to institutionalization. 

lightening the reimbursement screws on Medicare providers has 
dire consequences for the patients. Who are these patients? They 
are patients who may not have been discharged when they were 
without the financial incentive of the prospective payment system 
driving the discharge decision. For instance, an 81-year-old, bed 
bound who had been admitted to the hospital in renal failure, and 
she was subsequently discharged, she was seen by a home health 
nurse, who found her comatose with a temperature of 106 The 
nurse immediately accompanied her to the hospital where she was 
readmitted with a temperature of already 109. 

We had an 84-year-old man who was hospitalized for chemother- 
apy with a diagnosis of cancer of the colon with metastases to the 
bone and an unresolved urinary tract infection, and a fracture of 
his hip. He was discharged from the hospital following chemothera- 
py, already extremely sick and weak from vomiting. While his 
tarmly support was good, they had not had any training. No refer- 
ral tor home health care had been made. Three days after dis- 
charge, this distressed family was referred to us by a friend He 
W f a ?ni ee ?r by a h j m , e health nurse and found to have a temperature 
ot 101. He was dehydrated, extremely weak and had edema, lung 
congestion, and urinary retention. He was readmitted to the hospi- 
tal. Home .lealth services started immediately would have included 
at least skilled nursing and physical therapy Had additional inten- 
sive services been provided up front, the continuity of care could 
have prevented complications, and possibly readmission to the hos- 
pital. 

In general, our communications with referring discharge plan- 
ners are excellent. Although they are under great pressure, they 
are meeting the needs of most patients and families. However, 
there always is room for improvement. We had a case referred to 
US a on lllust rates how essential good communications are. 

An 80-year-old man was discharged late on a Friday afternoon, 
and delivered to his home by a contract transportation firm. When 
our nurse arrived on Saturday morning, she found this man in the 
chair where he had been left the previous afternoon. He had been 
alone, completely alone, in the dark, all night without food, with- 
out water, unable to move. He had urinated and defecated in his 
chair and must have experienced the kind of humiliation and hope- 
lessness that we would find difficult to imagine. 

Fortunately, we see our clients on the weekends, or he would 
have remained so until Monday. But, clearly, this is a case where 
failure of communication and coordination on behalf of a seriously 
ill, older person, dependent on others for his care, could have had 
dangerous consequences. 

Here in Tucson, we have had a home health task force in place 
tor about 6 years. The group of hospital discharge planners, agen- 
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cies, and DME vendors meets regularly to work together on issues 
of communication and coordination of services, and to promote the 
most effective use of home care resources in the community. The 
Pima County Association of Licensed Home Health Agencies and 
the Arizona Association for Home Care are the groups which are 
continuing to work together to improve the home care resources 
available in our community. But communication will not be 
enough, and coordination will not be enough, and efficiency will 
not be enough, if the necessary home health resources cannot be 
made available to patients who need them. 

By shifting patients out of hospitals earlier, the prospective pay- 
ment system shifts costs out of the hospital, but also increases the 
intensity of input required to care for the significantly more com- 
plex home care case. HCFA, apparently, regarding these shifted 
costs, as unwarranted add ons to program expenditures, seriously 
impedes the ability of the home health industry to care for these 
patients discharged sooner and sicker as Congress clearly intended. 

I was asked to suggest how we can further maximize the delivery 
of home health care to older Americans without establishing a new 
program or providing more money. I believe the simple answer is 
to call an immediate halt to HCFA's relentless chipping away at 
the availability and skillful home care to which our elderly and dis- 
abled are entitled under the law. 

The emerging trends that I see in home health care are these: 
Patients will continue to be discharged sooner and sicker. The 
demand for high tech care at home will increase. The demand for 
more intensive patient education in the home will increase. Family 
and community support systems for home care patients will be 
taxed beyond their capabilities of responding. More patients will 
find themselves victims of the revolving door syndrome, as they are 
shutthd from one care setting to another. More patients will fall 
through the cracks, discharged from hospitals and unable to qual- 
ify for home health care. Unless Congress acts, we run the risk of 
trapping thousands of our ill elderly and disabled in a Medicare no- 
care zone. 

I join with the National Association for Home Care in asking 
Congress tc take the following action: Enact legislation to forbid 
the implementation of new cost limits during the period of any 
freeze on Medicare provider reimbursement. These bills, I believe, 
are already in process. Direct HCFA to fully withdraw the proposal 
to eliminate the presumption of waiver of liability for home health 
agencies. Enact legislation to statutorily define intermittent care as 
soon as possible. Pass resolutions to designate the week of Decem- 
ber 1 as National Home Care Week to educate the public. These 
actions are essential to protect the Medicare beneficiary's right and 
access to home health care. 

I thank the members of this committee for traveling here, to 
Tucson, for this hearing, and for giving me the opportunity to 
appear here today. And I would be pleased to answer any questions 
you have for me. 

The prepared statement of Ms. Klaehn follows:] 
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Prepared Statement of Robin A. Klaehn, RN, BS, CNA, Regional 
Administrator Medical Personnel Pool Arizona 
Mr. Chairman and Members of the Committee: Mv name \« Rnhin in—h* t ™ 
the Regional Administrator for Medical Pereonnel Tool in ArtS5"J3 I Serve on 
r t NAiS? mm r!!!J! ic ? t ^ n8 Con?" 1 '"?* ^ the National Assocteton Tf6? Home Care 
vided ^eaKlfcr 1 18 an ^^T^ional Health Care serviceThat pro^ 
hi %? mSip-I p h °i U D °. f u care L n the home 10 Medicare and private patients 
n« .i„L M 07i \ l£ en S? n ?i P ,°? 1 has offered home care services to patients in Arizo- 
na since 1971. After the Visiting Nurse Service of Tucson was forded bv continui^ 
reimbursement problems to close its doors in 1978 living The dty wfth oS y on! 
agency, the county agency, to care for all Medicare home health Mt^nte Me di ? ca! 

h P rrreaSncfeut a n^ rtifiCate ° f "<« and the SftftSS 

the^c^tir^ 

ngsTTLrttHl^f M «« cal Hospital Prospective PayS "ySten °VP8)l%pt& 
in 1983. I particularly appreciate the opportun ty to share with von thrnuvh T ti^. 
testimony some examples of the impact ofthe PrLpVtiv Tp^nrSvstem on the 
demand for quality home health services to Medic^e^tienWCcson «,d °n An° 
zona, services they need, services to which they are entitled. We are sS every 
day. that more and more patients fall through the cracks in our Medtore svrtem 
and these patients represent the most vulnerable and dependent segment of 'our 
population. Under the relentless pressure to cut back expenditures inKr area of 
health care, we are see ng those bracks in the system" grow widwaffir 
Pa^enTsVt^^ led t0 the adoption oAhe PrS^pective 

19Ws and «Hv iqSv. i? the rapid expansion of home health services Inthe 

ices wou"d St l» ^ J V J^^ ICipated J that ^eased use of home health serv- 
ices wouia result in cost saving through decreased nursina home nnH hnanifni *a 

~to honjlrel l6 ^ h8 ?' at » y - In the 1980^™cZre« acted StSLS 
If!!!! " home care by eliminating co-insurance and priorliospitalization reouir^ 
mente, eliminating the 100 visit* limit, and allowing proprietaTarendes to wite 

c£Z2 fhafnom TFSSP* ° l - ™! ~ Mistent with^he hTtemTthe 

t£n?hLl!t ^-ftS . he u 8 ?. rvi . ces "? made wiae ly available and barriers to the 
heSth line Vte t, r§fifi e t e J ,m,nated> ft r j 8 , noteworthy, as reported in . . .home 
increased \%£ JKiff iS» f 1U 7i£ er , of Me . dicare Certified home health agencies 
Menclefin low? £ tilJ^lL*? Ju 81, In Arizona tnere were only 14 homeliealth 
men of Health nm^tf 1 ?.l 5, n there T . were 52> According to the Arizona Depart- 
healtVSies^Ar^ ^ L,CeMUre - M ° f this date there are 86 *™ 
B-^Ln^n**- there appears to be growing concern that home health services 
are ^ tact " a ly serving to substitute for institutional care, but have Kkph 

abl rSto t^Jf ""ft far M . 1 am aware - there are currently no rel? 
8 ui u . that def ? ne tj" 8 Problem; that is, there are no studies vet available to 
H»™ W n 8t P'" 0 P ort, o n of home care is a substitute foF hosoita da™ wnSSfi horn* 
fT;i„ and 7^ at ffT**^ 18 th ? "add-on." the medicalfy nectary ewe that the 

Ste'wJre^iilSS h T ^ f0rC ^ 10 ^ without^f C ho e meheal?h 

tinni ~. we - not available. Yet there has been an ncessant barrage of new regula- 
tions policies and administration procedures emanating from thtTHealth c£Tn 
nancing Administration (HCFA) that are intended to "fatchTt down" home health 

^1StaT£±3E$ ^ ' aCCe8S ° f MediCare »» home" hea h 
E'T? happening at the very time wiien the growth of the frail elderly nW- 

i^^JL^^^^^'J^^ mult ' Dle ' Tronic medical I probB 
and their earlier discharge from hosp itals under the Prosnective Pavment ^w*m 
are creating greater demand than ever for home ^w2taSHi2W£rt^ 
I'llf lte mat ! ve 10 institutionalization for elderly and disabled ? Americans I camiot 

n^seS^ to^deliver the *S» 

claim?" ^i.nCll ^HA' 8 ) have experienced unprecedented numbers of 
TheTm nd hS T 1 ^ 11 months, for technical and medical reasons. 
™ 6 „ i • • heaviest blow dealt home health agencies by HCFA was thenew 
coste limiw imposed July 5th to apply to individual services TiKhteni^the 
bursemr ' screws on Medicare providers has dire consecVuences fe« ^nat^nte Tn-' 
tient released too soon from the hospital may not r^^^Cfi^ 
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available. When no bed is available or the skilled nursing facility won't accept the 
patient, the hospital may not re-admit within seven days since it will not get an- 
other DRG payment. A home health agency assuming responsibility for the pa- 
tient's care is at risk for denial of services on medical necessity grounds. Why? Be- 
cause the patient requires intense visiting by nurses and aides, to prevent further 
deterioration of health. The intermediary decides that the patient should be in a 
skilled nursing facility and denies the visits. The home health agency must abandon 
the case and the patient is left on his or her own. Perhaps this patient will be re- 
admitted to the hospital, or deteriorate enough for admission to a skilled nursing 
facility, if a bed is available, or recover unassisted, slowly, or perhaps the patient 
will not recover. 

Who are these patients? I was asked to provide the committee with examples of 
patients who have been discharged from hospitals to home care in what I would call 
highly unstable conditions. In my opinion these patients may not have been dis- 
charged when they were, without the financial incentive of the Prospective Pay- 
ment System driving the discharge decision; and surely would not have been dis- 
charged without careful planning and coordination to assure continuity of care fol- 
lowing discharge: 

An 81 year old bed-bound woman had been admitted to the hospital in renal fail- 
ure. She was subsequently discharged on a Wednesday with a referral to the home 
health agency. She was seen early Thursday by the home health nurse, who found 
her comatose with a fever over 106*. The home health nurse immediately accompa- 
nied her to the hospital where she was readmitted with a temperature of 109*. She 
was later discharged to a skilled nursing facility. 

An 84 year old man was hospitalized for chemotherapy with a diagnosis of cancer 
of the colon with metastasis to the bone, an unresolved urinary tract infection and a 
fracture of his hip. He was discharged from the hospital following the chemother- 
aphy, already extremely sick and weak from vomiting;. While his family support was 
good, they had not had any training in nursing, positioning, transferring or assist- 
ance with mobility. No referral for home health nad been made. Three days after 
discharge, this distressed family was referred to Medical Personnel Pool by a friend. 
He was seen by a home health nurse and found to have a temperature of 101*; he 
was dehydrated, extremely weak, and had edema, lung congestion and urinary re- 
tention with its attendant pain. He was readmitted to the hospital. Home health 
services started immediately would have included at least intermittent skilled nurs- 
ing and physical therapy. Had additional intensive services (including a home 
health aide and medical social worker, combined with the appropriate discharge 
planning) been provided, the continuity of care would have prevented complications 
and read mission to the hospital. 

A 72 year old man, living in southern rural Arizona, was diagnosed with a cere- 
bral vascular accident (stroke), and was discharged and referred to home health. He 
was to be seen for observation of the side effects from the drug Coumadin, and to 
draw blood for Coumadin levels because there was no lab in the rural area. During 
the second nursing visit, the physical assessment revealed the signs and symptoms 
of digitalis toxicity. The patient was immediately referred to his physician and 
reh capitalized. While this case does not directly reflect the pressure toward early 
discharge under the Prospective Payment System, it is typical of home health cases 
in many rural areas of Arizona where close coordination and communication among 
hospitals, physicians, and home health agencies are critical to the continuity of care 
for the post-hospital patient. 

There are many more examples in our case files to support the information given 
to the Genral Accounting Office by home health agencies around the country, that 
indeed patients are being discharged "sooner and sicker" under the Prospective 
Payment System. Hospital discharge planners, too, are aware of the problem, par- 
ticularly the greater need for patient education. As reported in . . . home health 
line last March, the home health director for a 1,000-bed urban hospital in Connecti- 
cut told a Home Care Conference that "the 'aucity' (or sickness) level of patients 
discharged for referral to home health agencies has increased and the home care 
patient reouires more services, more supplies and more DME (durable medical 
equipment) ' as a result of prospective payment. "I wake up worrying about some of 
the discharges," she said. She urged home health agencies "to help take up the 
slack in patient education that has resulted from the Prospective Payment System 



In general we find that our communications with referring discharge planners are 
excellent; although they are performing their coordination functions under great 
pressure, they are meeting the needs of patients and families and doing an excellent 
job of it. However, there is always room for improvement. We had a case referred to 
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us not long ago which could have teai a tragedy, and illustrates how essential good 
communications are. An 84 year dd man was discharged late on Friday afternoon 
and delivered to his home by a contract transportation firm. It is our agency policy 
to see a referred patient within 24 heiuw (regardless of the day). When our nurse 
arrived Saturday morning, she found Mita man in the chair where he had been left 
the previous afternoon. He had been alma, completely alone, in the dark all night, 
without food, without water, unable U> move, he had urinated and defecated in the 
chair, and must have experienced the kin.1 *f humiliation and hopelessness that we 
would rind difficult to imagine Fortunately fcr this man, we see our clients on the 
week-end, or he would have remained so until Monday. But clearly, this is the case 
where failure of communication and coorriinavv<u on behalf of a seriously ill older 
person, dependent on others for his care, couiu rwve had dangerous consequences. 

Here in Tuscon we have had a Home Het.th Task Force in place for about six 
years. The group (consisting of hospital dtofiHi-ge planners, home health agencies 
and DME vendors), meets regularly to work toother on issues of communication 
and coordination of services for home care patients, and to promote the moot effec- 
tive use of home care resources in the community. I am very proud to have been a 
part of that Task Force and its work since \cs formation. The Pima County Associa- 
tion of Licensed Home Health Agencies, and th* An^na Association for Home Care 
are other groups continuing to work together to Improve the home care resources 
available to our community, and to promote nhe efficient coordination and manage- 
ment of those services. 

B *t communication will not be enough, and coordinntic : will not be enough, and 
eflk^ncy will not be enough if the necessary home health resources cannot be made 
available to patients who need them. The Prospective Payment System was enacted 
by Congress in the expectation that increased demand for post-hospital home care 
could be met, and would be met by the existing network of home care providers of 
all types that had grown so rapidly in recent years. By shifting patients out of hos- 
pitals earlier, the Prospective Payment System shifts costs out of the hospital, but 
also increases the intensity of input required to care for the significantly more com- 
plex home care case. By input, I mean the frequency and duration of visits, the *och- 
nologies and equipment and supplies. These resources represent costs that are shift- 
mg out of hospitals and into home care. That is as it should be. But the Health Care 
Financing Administration, apparently regarding these shifting costs as a unwar- 
ranted add-on to program expenditures, seriously impedes the ability of the home 
health industry to care for those patients discharged "sooner and sicker," as Con- 
gress clearly intended. 

I was asked to suggest how we can further maximize the delivery of home health 
care to older Americans without establishing a new program o" providing more 
money. I believe the simple answer is to call an immediate halt to the Health Care 
Financing Administration's rententless chipping away at the availability and scope 
of home care to which our elderly and disabled are entitled under the law. 

Oyer the last two years we have witnessed a series of actions on the part of the 
Health Care Financing Administration which will reduce the ability of home health 
agencies to deliver services to elderly and disabled Americans. Acting with little or 
no consultation with effective providers and consumers: 

HCFA has proposed regulations which would have the effect of eliminating 
waiver of .liability of protection of home health agencies. Under the waiver policy 
currently in effect, home health agencies with a quarterly denial rate of 2.5 or less 
are paid for denied services if it is determined that the home health agency did not 
know or could not have reasonably known that the services were not reasonable and 
necessary, or constituted custodial care. HCFA now proposes to hold home health 
agencies to a 100% standard of accuracy, despite a 32.4% rate of reversal on appeals 
of home health agency denials. Home health agencies often receive inconsistent and 
unclear directives from intermediaries. 

The Health Care Financing Administration (HCFA) has implemented new home 
health cost limits which abandon the current method of t^lculating the cost limits 
for reimbursement to home health agencies on behalf of beneficiaries who require 
and are entitled to home health care services. For the past five years, home health 
agencies have operated under a system which sets the reimbursement limit on each 
visit at the 75th percentile of overall national agency costs. The fact that the rates 
are currently calculated in the aggregate allows an agency the flexibility to provide 
certain kinds of care which exceed the cost limits. High cost services (e.g., physical 
therapy) and the cost of providing free care to indigent patients are offset by being 
under the limit in other services. The ability to aggregate allows an agency to stay 
beneath the cost limit overall, while providing the full integrated range of care. The 
new method instead sets the cap at 120% of the mean of visit cost for each individ- 
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ual discipline and eliminates use of "aggregation." As a member of the National As- 
sociation for Home Care and as an individual home health agency Administrator, I 
Strongly support Senate Bill 1450 and House Bill 3202 which would nullify this new 
methodology. Without Congressional intervention, we fear the result of this propos- 
al will be, not only to decrease the quantity of services available, but also will jeop- 
ardize the quality of care rendered to elderly and disabled beneficiaries. 

The Health Care Financing Administration sought imposition of a $4.80 co-pay- 
ment on all home health visits after the 20th. The proposal would unfairly increase 
the burden on Medicare beneficiaries. Medicare beneficiaries are already required to 
make significant out-of-pocket expenditures to finance their own health care. Far 
from saving millions of dollars, co-insurance would result in increased cost to Medi- 
care. Home health agencies and/or the government would be put in the position of 
collecting insurance from the elderly. The administrative costs in doing so would be 
enormous, and would necessarily be passed along to Medicare. Fortunately, both the 
House and Senate in their respective Budget Resolutions rejected the proposal. We 
remain hopeful that the Senate Finance Committee will also reject this proposal. 

The Health Care Financing Administration has attempted to redefine "home- 
bound" and "intermittent" in order to. further restrict the availability of home 
health services. Existing Medicare home health benefits continue to be unjustifiably 
limited, contrary to Congressional intent, by restrictive and inconsistent interpreta- 
tions of the term "intermittent care" as defined in the Medicare Statute which de- 
termines the nature and frequency of home care available to nearly two million el 
derly, infirm and disabled beneficiaries. The implications of these varying and in- 
consistent interpretations of "intermittent care are that there are thousands of 
cases where patients who have been authorized b> physicians as medically needing 
home care have been denied home care outright, or nave had home care severely 
limited. The implementation of the hospital Prospective Payment Plan has exacer- 
bated the already acute "intermittent care" problem. Senator John Heinz and Con- 
gressman Henry Waxman introduced legislation last year which would have defined 
"intermittent care" statutorily. This legislation, unsuccessful in the last Congress, 
has been reintroduced in this Congress (S. 778/H.R. 2371). Without the aid of such 
legislation, providers are subject to widely inconsistent determinations of fiscal in- 
termediaries in making key coverage decisions and many patients in critical need of 
services at home will find their access to medically necessary home care coverage 
denied. 

Val Halamandaris, President of the National Association for Home Care, in his 
July 19, 1985 testimony before the House Select Committee on Aging, enumerated 
some of the drastic effects that could result from these kinds of restrictive regula- 
tions: 

The level of home health services which Congress has mandated by statute for 
Medicare beneficiaries will be significantly reduced at a time when the demand for 
such services is sharply increasing. The reason for the increase is the enactment of 
a prospective payment (DRG) system for hospitals which creates incentives to move 
patients from hospitals into home care. 

Agencies will drop out of Medicare. Hundreds of agencies will go bankrupt. 

Agencies will no longer offer important but costly services, such as physical ther- 
apy, for which they will not be adequately reimbursed. 

New agencies and small agencies will be hardest hit, regardless of how efficient 
they are. 

Agencies in rural areas will be devastated. Such agencies have significantly 
higher costs as they try to deliver services. Therapists and social workers are often 
scarce and therefore more costly in rural areas. This increases the per visit length 
and cost. The policy of undermining rural home health agencies puts the Federal 
Government in the incongruous position of spending millions of dollars in grants 
and loans to help such agencies with one government program (the Public Health 
Service) and making it virtually impossible for them to serve clients through an- 
other program. 

Agencies which provide so called "high-tech" care such as the care of ventilator- 
dependent persons, IV chemotherapy, or IV nutritional therapy will find it increas- 
ingly harder to do so. These services have relatively high costs and will be discour- 
aged under the new reimbursement system. Ironically, these are among the very 
services whic^i make it possible to move patients from hospitals into less intensive 
settings. 

Agencies will be forced to be selective about which Medicare patients they take. 
Agencies may be reluctant to accept so called "heavy care" patients (such as stroke 
victims), whose cost per case is relatively high, and the elderly indigent. 
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\J^VZ e i w E ap6 ^ k r ^ ulr "! by the new system will increase dramatically, 
lead np to a higher Medicare cost; ironically, such costs will have no relation to the 
provision of Medicare care. 

~r X° U u£ ve ask ? d T 18 ,? 0 commen t on the impact of the DRG system on the delivery 
*nZ5?Z feeding home health care, to senior citizens in Arizona and the 
h ^f? delivery system in general in our state, which has a higher 
proportion of senior citizens than the national average and which is the only state 
in the nation without a Medicaid program. These are the emerging trends I see in 
nome neaitn care: 

1. Patients will continue to be discharged "sooner and sicker." 

Z. The demand for high-tech health care at home will continue to increase. 

3. I he demand for more intensive patient education and instruction in the home 
will contin ue to increase. 

4. Informal (familv and community) Bupport systems for home care patients wil 1 
be taxed beyond their capabilities of responding. 

5. More patients will find themselves victims of the "revolving door syndrome " i 
they aro shuttled from one care setting to another and back to the hospital. 

unable^ the ™ ck *> d ™ h ***« f ™ «* 

JtffSS y ^^a^ 0 smss* of trapping thousandfl of ° ur ui 

t fl!?u ° f 'r? P r ? ble ™ 1 have discussed here, I join with the National Associa- 
tion for Home Care in asking the Congress to take the following action: 

Congress should enact legislation (S. 1450/H.R. 3202) to forbid the implementation 
of the new cost limits during the period of any freeze on Medicare provider reim- 
bursement, or until October 1, 1986. H 

Congress should direct HCFA to fully withdraw the proposal to eliminate the pre- 
BUmption of waiver of liability for home health agencies. P 

«?S B 5 B ? l oSf? uld enact ^^tion to statutorily define "intermittent care" (S. 778 
and H.R. 2371), as soon as possible. 

of C SSif h i 0Uld ^• reso } {1 X lonB ( £ J ' R ' 139 a J nd HJR 319 > to designate the week 
pL&^ L 1 88 ^ atlo ^o H A ome Care Week." Home Care Weeks have been pro- 
nf^SSS !L ch i y ^ r 8in ?. I 982 ' Awareness of home health care has increased because 
of these resolutions, which are no cost to the government. 

*»w£!l 2* uv are ^"tif 1 {0 protect the Medicare beneficiary's right and access 
to home health care. I thank the members of this Committee for traveling to Tucson 
rtJSS ?** nn *> and for giving me the opportunity to appear here today. I would be 
pleased to answer any questions you might have. 

Mr. Kolbe. Thank you, Ms. Klaehn. And I want to thank all 
three of our witnesses for, I think, some very in depth and com- 
plete testimony. 

Congressman McCain. 

Mr. McCain. Thank you, Mr. Chairman. 

And I would like to thank the members of the panel for their tes- 
timony. 

He . n £® r ? on > y° u mentioned in your written testimony that 
fS* * might be successful if physicians become "more comfortable 
with this system. What is it about this system that makes them 
uncomfortable, and what changes need to be made? 

Dr. Henderson. Well, I think that, as I alluded to, the system 
pute us in a position of being sometimes at odds with the hospital, 
and 1 think that is an overall philosophical problem that I do not 
know that the system could be changed to address. But that is 
what I was referring to. 

I think, as of right now, we are not experiencing terrific prob- 
lems with the system, but, again, if the system is ratcheted down so 
that the days allowed for the va*~\ s DRG groups is less and less, 
then I think we could get more u nfortable with it. As it is now 
we are able to work within it, ana 1 think that, as a general group! 
the physicians have tried to make the system work, and I think 
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that we are, in fact. We need a little more time to see how it is 
going to work, because we really have not had enough experience 
with it. 

Mr. McCain. In your opinion, Dr. Henderson, and Mr. Plantz, 
are the rural hospitals in the State of Arizona, in jeopardy? And, if 
so, what will be the impact of rural hospitals closures in our State? 

Mr. Plantz, if you would like to begin? 

Mr. Plantz. On behalf of the Association of Hospitals, again, 
Congressman, I think that is a very good question. Dr. Henderson 
alluded to it in his remarks. I think it is factual. I think our rural 
community hospitals in the State of Arizona, as well as around the 
country, are suffering. They are suffering not only from DRG 
impact— I think that is as yet but one facet of that— the ratcheting 
down, the tightening of moneys, et cetera. 

They are suffering, also, from a lack of census or occupancy. 
Many of those facilities can no longer afford to provide the kind of 
quality care that they wish to provide to their patients. Their pa- 
tient^ therefore, are bypassing them. Particularly seen here in 
southeastern Arizona, where the patients often times drive the 50 
or 100 miles up the highway to Tucson, to the specialized hospital, 
you can understand where the patients come from in that respect. 
We can understand therefore, what effect that might have busin- 
ess wise, censuswise, on the hospitals in the rural communities. I 
think DRG's play an effect; they affect also, from the reimburse- 
ment standpoint, all hospitals, not just rural hospitals. Everybody 
is struggling, trying to make the system work. 

The small rural community hospitals that we are talking about 
of usually 50 beds, or less, do not have the flexibility. They do not 
have the critical mass with which to react. They do not have the 
staffing, the manpower, and so forth, with which to react within 
that system. And, therefore, in some instances already in our State 
their doors have closed. So we are concerned, as a hospital delivery 
system, about that question. 

Mr. McCain. If, indeed, Mr. Plantz* statement is true, and yours, 
too, Dr. Henderson, I think we are facing a severe problem. Per- 
haps we ought to address that as soon as possible. 

Finally, for all three of the witnesses, I would just like to ask if 
they understood or appreciated Dr. Koff s statement concerning the 
need for a continuum of care? I would like your comments on his 
statement. 

Ms. Klaehn, if you would begin? 

Ms. Klaehn. Thank you. Home health care is part of the contin- 
uum of care and has been in Pima County since the Model Cities 
Program under the area agency, I believe in 1973-74, and has 
grown each year, as the needs have grown. 

I would also like to comment on the rural home health agencies, 
if I may, who are really in dire straits with the new regulations. 
When you deliver home health care in a rural area, you are deal- 
ing with very long distances and maybe a very ill patient 60 miles 
from nowhere, which drives the cost up tremendously, and makes 
it terribly difficult to provide the specialty services like physical 
therapy that will make that patient independent again. 
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Mr. McCain. Then you are in agreement with Dr. Koff that the 
need for a continuum of care is probably the great it single prob- 
lem we face in health care today? 

Ms. Klaehn. Absolutely. 

Mr. McCain. Thank you. 

Mr. Plants. 

Mr. Plantz. As Dr. Koff knows, I always agree with Ted. 

I think his points were cogent. I would support his motion. I 
think just to key on one of the points that Dr. Henderson alluded 
to in his comments, when he referred to a step-down unit that our 
hospitals need to develop those kinds of services where a patient 
does not need the intense acute care element, and may not be quite 
ready for the nursing home, or discharged to home and home 
health care services, but there is that shade of gray in between. 

I know, in our own organization, now— and I am not speaking on 
behalf of all hospitals in the State, but in our own system, we are 
currently developing that step-down unit, that sort of is the inter- 
mediate step between in-patient acute care, and discharge from the 
hospital. So, I think that is all part of the continuum that Dr. KcfT 
is speaking about. And I think it really merits looking at. 

Mr. McCain. Dr. Henderson? 

Dr. Henderson. I agree with his concept, but I just wanted to 
state that the physicians have been the patient's advocate all 
along. And will continue to be, and I am not sure that I understand 
the concept of manager; his concept of someone else, other than the 
physician, being involved at the very outset, to plan the discharge 
and plan the continuum. But I would be happy to be educated 
about that, further, but I just wanted to— I think the physician has 
always been the patient's advocate, and will continue to be so. 

Mr. McCain. Thank you. I think we could get into a dialog about 
that, but I certainly appreciate your sentiments, Dr. Henderson. 
Thank you very much. 

Mr. Kolbe. Dr. Henderson, in your testimony you refer to the 
fact that hospitals really were pressuring physicians to make the 
discharge of patients before the introduction of DRG's. Would you 
agree, then, that the impact of DRG's on physicians has been rela- 
tively small and really has not had that tremendous an impact? 

Dr. Henderson. I think that has been our experience here in 
Tucson, but, again, I think the system is early and I think that the 
potential for changing the practice of medicine in a big way is 
there. But I do net think it has impacted that much on us, so far. 

Mr. Kolbe. In his spoken testimony, Dr. Duncan spoke about the 
winners am! losers, the profiling of physician winners and losers 
relative to the DRG reimbursement. Let me just read you the sen- 
tence from h is written testimony. 

He said, 

There is also evidence that some institutions may be exerting pressure, albeit 
subtle, ox; ■ : sicians to discharge patients earlier through the profiling of physician 
winners ai *! 1 osers, relative to DRG reimbursement, and presenting these in open 
environment taff department meetings, with the implicit threat of privileging. 

Is there any experience that you can tell us about? Has that hap- 
pened, or not? 



82 



79 

Dr. Hknderson. We have had several of those lists (hat have 
been put on in staff meetings, but so far, they hive hem private. 
They have not been posted to the best of my knowledge. 

Mr. Kolbe. Well, is even the private circulation of such lists— is 
that 

Dr. Henderson. Well, you can see the potential tr ute, and, that 
again, I think, is part of the ongoing changes that could be wrought 
and you could see that if you had somebody who was costing the 
hospital a lot of money, that there would be a way of dealing with 
it, by posting that in some way, or letting the word get out, and 
supporting it with data. 

Mr. Kolbk I think, in fairness, we better let Tom respond also to 
this questior. 

Mr. Plantz. I was just reaching for the mike. I am not going to 
disagree with Dr. Henderson After all, he is the past chief of staff 
of one of our hospitals. Hit concern, I think, is well stated, or his 
point is well taken. 

I would say this. I do not like the word "pressure" personally, 
and there is no evidence, at least in our hospitals, and I do not 
>w of any evidence throughout the State of Arizona, where hoe- 
i s are really "pressuring" their physicians to get the patients 
discharged. Yes; there are contacts with the physician by hospital 
personnel, little reminders along the way, that say, "You know, 
doc, the DRQ is coming up on this thing. You have had 4 or 5 days 
here and unless you can document further necessity of illness, or 
care required for that, we are going to have a problem." Now, if 
that is going to be construed as pressure, that is pressure. But I 
think the important point to mention here is the hospital has a 
reasonsibility. It has a responsibility for its bottomline, certainly it 
does— and for its financial*, but it also must work and it does work, 
I believe, with the physician. 

The physician, contrary to some of the other testimony I've 
heard earlier today, discharges the patient. The hospital does not 
discharge the patient, ever. The physician makes that judgment. 

Mr. Kolbe. Let us allow the testimony to be heard here. 

What about, though, the possibility of this kind of pressure that 
is put on the doctors? If the ratcheting you spoke of takes place, is 
there not a real possibility that hospitals could find themselves in- 
volved in that? 

Mr. Plantz. Absolutely. Without hesitation, I would my that, 
and I think, as that ratcheting further occurs, the pressure points 
will build, and I think there is going to be greater encounters then, 
between physicians and hospitals in that. 

Mr. Kolbe. Well, let me ask both Mr. Plantz and Dr. Henderson, 
we heard from two persons on our first panel about the kinds of 

Eersonal problems and experiences that they had. And we also 
eard from Ms. Klaehn about some personal experiences that she 
has had with patients. What would each of you say is the lesson 
that we, as a committee or in Congress ought to draw from those 
kinds of experiences? 

Are they simply individual isolated cases? Is the lesson to be 
something about the need for other kinds of care that should be 
provided, outside of the hospital setting? Is the lesson that we need 
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to learn from that, the dangers of ratcheting down the system too 
far, or all of the above? 

Mr. Plantz. Congressman, in framing your question, I think you 
are beginning to already supply some of the solution. Specifically, 
the testimony from the first two ladies on the first panel this 
morning, and I, for one — and I believe everyone in the room I am 
sure— listened very intently. Those are legitimate concerns; let that 
be stated clearly. 

Those are people with hurts and pains that need to be addressed. 
Now, some may blame the hospitals and some may blame the phy- 
sicians, for that plight, but in the final analysis, what they are 
asking for is attention to their infirmities and that is part of where 
the system, if I may suggest, is a bit insensitive. It treats all her- 
nias and gall bladders, and all heart attacks the same. 

Congressman, when you have your heart attack, and when I 
have mine, they may be entirely different. I hope we are treated as 
individuals, and I think that is what our two ladies, this morning, 
were saying, on the first panel. Be sensitive to that point. 

I would also say that, if there is but one or two inappropriate dis- 
charges early from any hospital in this United States, that that is 
probably too many, very frankly. And the issue of quality of care- 
all of us, physicians, hospitals, and government, alike, need to 
worry about that point. But I think, in framing your question, 
you've begun, already, to hear what this testimony has brought to- 
gether this morning. I think therein lies some of the solutions, as 
you mentioned, Congressman Kolbe. 

Mr. Kolbe. Thank you. Dr. Henderson, do you want to comment 
on that? 

Dr. Henderson. Just briefly. 

I certainly agree with what Mr. Plantz has to say, and I think 
that these stories just point up the fact that there will be cases 
that sort of fall through the cracks. And with a relatively young 
system that it probably will work OK, but it certainly is too bad 
that there is not good communications sometimes. Some of these 
things I think could have been avoided with better communication. 

Mr. Kolbe. As always, I find ruyself running out of time, here, 
with lots of questions that I wanted to ask. But, looking at my 
watch, and realizing we have one more panel to go, and that we 
still want to leave some time for public testimony, I am going to 
close with this panel. 

Again, thank all of you for the very excellent testimony which 
was given. 

Thank you. 

Mr. Kolbe. On the last panel, Ms. Klaehn and John McCain 
asked about problems in the rural areas. In this fourth panel, we 
are going to hear about some of those problems in the counties and 
cities outside of Tucson, and outside of Pima County. 

We have with us, the director of Cochise Aging Services, Stewart 
Grabel. And, also from the SEAGA, the Southeastern Arizona Gov- 
ernment Association, Kathleen Heard. 

So, let us proceed directly, and begin with Stewart Grabel, direc- 
tor of the Cochise Aging Services. 
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PANEL FOUR, CONSISTING OP STEWART GRABEL, DIRECTOR, CO- 
CHISE AGING SERVICES; AND KATHLEEN HEARD, DIRECTOR, 
AREA AGENCY ON AGING, SOUTHEASTERN ARIZONA GOVERN- 
MENTS ORGANIZATION, JISBEE, AZ 

STATEMENT OP STEWART GRABEL 

Mr. Grabel. I would like to thank you, Congressmen, for inviting 
us to testify on behalf of myself, but more primarily, our clients 
and our staff. 

I find it interesting that some of the testimony today has indicat- 
ed that there is not statistical evidence to show that people have 
been released earlier from the hospitals under the DRG's, because 
all of the folks who have testified about providing in-home services 
have stated to the contrary that their caseload is much higher, as a 
result of these people being discharged. I think part of the statisti- 
cal problem may be some definitions. 

For example, in my written testimony, I quoted a case involving 
a lady that did have hernia surgery, and that is the third time that 
hernia surgery has been used as an example. She is 83 years old. I 
am sorry— 87 years old. I stand corrected, and yes, she was treated 
for hernia surgery as an outpatient. She was discharged from the 
hospital the same day she was admitted, with a 3-inch deep scar 
that had to continually be drained and had to be monitored con- 
stantly. And yet, it is not declared as a premature discharge be- 
cause it comes within the definition of what the DRG is supposed 
to do. 

So that could be why our statistics, as such, do not indicate what 
is happening, because that is maybe what is supposed to happen 
under this system. 

I think that one of the problems that we face in the rural part of 
Arizona is a lack of choices and options. And that is, should a phy- 
sician be displeased with his hospital, or how the hospital is func- 
tioning, he does not have much choice of going to another hospital. 
Most of the communities in Cochise County are served by one hos- 
pital, and either you have privileges at that hospital, or you move. 

That is not so subtle a pressure, I think, on the physicians. The 
physicians are, as of a necessity, concerned with the well-being of 
their hospital because, again, if their hospital goes under, they do 
not have an option of another one. So, the pressure is not as subtle 
as we would like to think it would be. I cannot imagine any of us, 
under the knowledge that the hospital needs a certain amount to 
function, and I need the hospital in order to function, I cannot 
imagine any of us, under similar circumstances, necessarily acting 
any differently on their behalf. 

I think that one of the things that Ted Koff spoke about that is 
most important, and most urgent, is that we take a look at funding 
the interim care services, the care between the hospitalization and 
what someone needs in their home. Often, it may not even be medi- 
cal care. They may not need to have a nurse, but they may need 
someone to give them a meal, or they may need someone to give 
them— to clean their house or to clean their carpet or to flush their 
toilet, or to do any of a hundred other little tasks that once they 
are released from the hospital, although medically, they are on the 
road to recovery, they still cannot take care of by themselves. And 
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these are the things that are going to have to be considered, as 
someone previously testified, probably on admission to the hospital. 
Because discharge is too late. If we wait until discharge, and a 
problem that some of the physicians are faced with planning for 
this is that the physicians are used to giving an order in the hospi- 
tal and then the hospital staff carries it out, and then the hospital 
staff adds that to the bill, as part of the charges for the patient. 

When the patient is discharged, that cost— the patient may still 
write up their prescription, OK, this person needs a home delivered 
meal, but if my agency is at the limit for the number of meals that 
we can provide at this current time, where do we get the funding 
to provide that additional meal? 

My agency has recently had a staff meeting in which we dis- 
cussed this, and we have decided that we are going to have to say, 
No. Because we do not have the money to provide additional meals. 

Our agency was originally funded as a congregate meal program, 
and then home delivered meals came in. We originally served 
about 15 percent of our meals to homebound individuals. We are 
currently at 65 percent of our meals. What that has meant is that 
we have taken meals from our congregate program, the wellness 
program, a program that is geared to keeping people healthy, and 
we have had to shift it into an acute care program, if you will, to 
give meals to patients who are being released from the hospital on 
a fairly emergency basis. 

The situation that was just testified to about a patient being left 
in a wheelchair overnight, after discharge from the hospital is not 
that rare in our experience. We have seen it in several of the com- 
munities in Cochise County, where the patient is home, we get the 
referral, and we go in there and we find out that nothing has hap- 
pened, or that a neighbor calls one of our meals people, and we go 
in there and investigate. And we find out that they have been dis- 
charged from the hospital, and they do not know why; they do not 
know what is going on; they do not know where— and someone has 
to pick it up. 

The other instance that really concerns our agency primarily 
since we do not go for Medicaid or Medicare or any other type of 
funding, we feel that if the funding is there, there are agennes 
that are willing to provide the services. We deal with those people 
who do not meet any of those criteria— who do not fit in those serv- 
ices, and we are funded through State funds and through area 
agency on aging. And those people are increasing in their needr at 
a tremendous rate. In my written testimony, I said cur demand for 
our nursing services increased 158 percent in the last year. That 
indicates that there is a great need out there. 

I do not want to— it is late in the afternoon and most of anything 
else that I would say, has been said before, but I did feel the need 
to come and say those things and to add, just ae a conclusion, that 
we have begun to participate in a case management program, 
again through our area agency and the State agency on aging. 

It is funded very minimally, and one of my original concerns 
with case management was that, in order to do the case manage- 
ment, we had to take money away from our home care program. 
That is, the pot did not grow; it is just that we assigned some of it 
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from home care to case management, and what we are trying to do 
with the case management is to find alternative sources of services. 

That is perhaps we could arrange for a sister, or a son, or some 
other folks to come in and help meet some of these needs. But the 
basic problem has to be dealt with on both ends. 

One end is it has to be dealt with at the time of hospitalization. 
That is, when you go into the hospital, the patient ought to be told 
what they can expect when they come out. Because it is too late to 
tell them when they are coming out, because, often, they have just 
been under surgery; they have iust had a whole bunch of trauma 
and they are simply not capable of making the contacts, at that 
point in time, to follow through, even if those services were avail- 
able. So, we think it is very very important that both ends be han- 
dled. 

A question was asked about the physician's role in this. And I 
think that the medical profession has a huge scope of responsibil- 
ity, as it is. And I am not so sure that our physicians are going to 
want to spend the time becoming social workers and doing this. 
But there has to be some facility, some part of the system, that 
does cover it. And I am not sure that the physicians ought to be. 
But there ought to be discharge plans. 

I was speaking at the last break to a couple of people, and I 
know, in rural hospitals, one of the first positions to go when there 
is a budget crunch, is the social worker. And then the social 
worker again gets hired just before certification. I have seen that 
happen in a couple of hospitals in our area, because you have a 
social work staff in order to have hospitalization— in order to be 
certified. It just miraculously seems to happen like that. I do not 
think that there is enough attention being placed on discharge 
planning. 

I know that people are being discharged sicker. There is no doubt 
of any of the people who are in the home health care field that 
that is going on. That the physicians and the hospitals and the ad- 
ministrators question that as a fact strikes me as amazing. 

Thank you, again, for allowing me to testify. 

[The prepared statement of Mr. Grabel follows:] 

Prepared Statement of Stewart Grabel, Director, Cochise Aoing Services of 
Catholic Community Services of Southern Arizona, Inc. 

I am Stewart Grabel, Director of Cochise Aging Services, which provides a variety 
of services to the elderly in Cochise County. In addition to operating eight nutrition 
sites serving over 600 meals per day, we provide a full range of home care services 
ranging from housekeeping to skilled nursing. Our advisory council, which is made 
up of our clients, feel a strong vested concern in the matter of the implementation 
of DRG's. On behalf of our clients and our staff, I thank you for this opportunity to 
present this testimony. 

In July of 1984, our program provided 25 hours of skilled nursing and 302 hours 
of Home Health Aid services. In July of 1985, we provided 64.5 hours of skilled nurs- 
ing and close to 488 hours of Home Health Aid service. Increases of 158 percent and 
62 percent respectively. In Mohave County, Anne Robbins reports a 100 percent in- 
crease in the number of home delivered meals being served in her program. The 
most significant reason for the increase in the level of services demanded, is the im- 
plementation of the DRG's. 

By setting limits upon what Medicare will pay for during hospitalization, DRG's 
have set an average length of treatment which all too often disregards age, infirmi- 
ty and community support systems. Many elderly are released in conditions that re- 
quire levels of care neither funded nor available in the community. 
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An elderly (over 80 years old) fe.nali was discharged from acute care with a post- 
surgical wound that measured 8" long, IV deep and gaped open approximately 3\ 
one needed daily dressing changes and wound assessment, housekeeping, personal 
care and home-delivered meals. Medicare would probably have covered several vinits 
to teach her how to do her own care, but even with the lessons, she would have been 
unable physically and emotionally to perform these tasks. 

If cost was the only consideration, then the best and most effective way to re- 
strain the rise in costs is "not to k ad money." But the provision of health care to 
those who need it is the issue. Judged by the single criteria of cost, the DRG's will 
be successful, fudged by the second, it must now be considered a failure. For it to 
succeed by both standards, it v iil have to take into account the needs of the patient, 
as well as the society and community who will sustain him. There must be sufficient 
funding for the in-hpme services required by early hospital discharge. This must in- 
clude not only medical care but a means for the person who is recovering, to be 
bathed, and to have laundry done and a way to get them shopping 'til they are able 
to do these things on their own. The cost of these services are less than the cost of 
nospitaJijation, but more than not doing anything. However, the savings in human 
life and dignity will be great. 

An age 90 plus female who has been a client of DES Adult Protective Services, 
had k^n assessed as needing Intermediate Care, when actually she needed Skilled 
Nursing Care. The reason she was not classified as needing skilled care was because 
no one knew the client was incontinent. She kept it a secret from all except our 
workers. They did not know that the fact she was incontinent was unknown to the 
country and the APS. By the time the error was discovered, there were no local 
skilled nursing beds available. 

A female, 89 years old, was ill but unable to be admitted to the hospital because 
her situation was not acute enough. She died in the night at home. 

Sometimes, though there i is no need for continued medical treatment (that is 
given tune the patient will heal and recover) condition of the clients precludes their 
being able to care for themselves in the community without support. 

Two women, aged 70 plus, were discharged after hospitalization for fractured hips. 
Both lived alone. One was isolated with no phone. Neither was able to do any kind 
°l housework, and neither had a support system. 

They ; were both given home delivered meals and some home care. 

Neither of the women mentioned above need additional medical care but neither 
could feed or care for themselves, nor shop, or clean, nor do any of the things that 
make for a civilized life. While keeping them in the hospital may not be appropri- 
ate, there must be adequate planning and funding for discharge and post hospitali- 
zation i services. These must not be limited to medical services. A patient who cannot 
!3?wf^ * cannot ™x>v eT properly. One who cannot clean himself, suffers an 
^dignity that may cause the patient to lose the will to live. 

An elderly male was discharged from acute care early and without time to get a 
bedside > commode. Although he had a wife who could help him, he was unable to get 
to the bathroom in time. Since had had no bedside commode, he was rendered in- 
continent. 

There must be developed a comprehensive system of care for the ill and elderly in 
this country. The system must include funding for the range of services necessary to 
insure the highest degree of care for the most reasonable cost available. Notice I list 
care before cost. If we do not do that, some people will never care about anything 
?ui n current system neatly shoves people out of the system and ignores 

them statistically. A discharged patient who dies in his home of malnutritionTdehy. 
dration or loneliness is not counted in the hospital records. There is no review of the 
cause of death and the system is statistically blameless. Yet the client is just as 



v ?? T ^FS 0 * t I hl ? u S h °V r newlv instituted case management program, recently 
held a staff workshop on how to turn down clients who are eligible and in need of 
meals and/or home care services. The current funding level is not sufficient to meet 
the need for services. If the current trend were to continue, all of our funding would 
go to acute needs services and none to maintenance or preventive services. That is. 
we would be forced to disband our successful congregate meals program in order to 
provide the neccdsary home delivered meals. This would result in two things: Those 
who need the congregate program would deteriorate to a point at which home deliv- 
ered meals would be required for them, and we would not have the congregate pro- 
gram to serve those who recover from their conditions as a means of therapy. We 
would, m effect, be creating greater acute needs. 

Parents, even before they enter the hospital, should be told how long their stay 
will be, what will they need when they get out, and will they be able to care for 
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themselves. Prior to discharge community services must be consulted in time to set 
up a plan to core for the patient, whether that requires setting up family or neigh- 
bors or social service agencies if needed. The traditional care givers in the family 
and neighborhood must be educated as to the reeds of the patient, particularly in 
the case of terminally ill patients. Discharging a patient and telling the family that 
"there is no further medical treatment available so he is being sent home and 
nothing more— leaves everyone, including tr*d physician, frustrated and angry. 

In conclusion, the concept of reducing medical cost by limiting hospital stays is 
having a negative impact on the elderly It must be balanced with usually less ex- 
pensive support in order to effectively Maintain the patient upon discharge. There 
must be adequate consideration given to the well being of the patient upon dis- 
charge. This includes information foi n:tient and family. Funding for community 
based support system to a degru> commensurate with the need must be allocated. To 
do otherwise is to condemn our elderly and therefor our entire society to a grim 
uncertain future, and fear of what ever routine hospitalization can do to then*. 

All the anecdotes recounted in this testimony are documented in our case files 
and represent only a portion of our negative experience with DRGs. 

Mr. Kolbe, Thank you very much, Mr. Grabel. I would like to go 
directly to Ms. Heard. 

STATEMENT OP KATHLEEN HEARD 

Ms. Heard. I would like to thank you very much. 

Can you hear me all right? No; I will speak up a little bit louder. 

SEAGO is the Area Agency on Aging that covers Cochise, 
Graham, Santa Cruz, and Greenlee Counties. We contract with five 
different agencies—two public and three private nonprofit— to pro- 
vide in-home services. In-home services include home delivered 
meals, housekeeping, home health, and visiting nurse services. One 
of the agencies that we contract with is Cochise Aging Services, 
and you just heard their testimony. The other four agencies that 
we have contracted with have not really been able to quantify the 
impact of DRG's. 

In other words, they are not quite ready to say that DRG is the 
reason for the change in the demand for their services, but they 
have had to shift funding out of housekeeping into home health 
and into visiting nurse services, because there has been an in- 
creased demand for more skilled help. They have also found that 
they have had more interaction with home health agencies. 

One of the reasons that they have had more interaction with 
home health agencies is that 3 years ago we had one public home 
health agency. As of this week, I believe, there are nine licensed 
home health agencies in our four-county area. Some of those were 
organized by health care providers. There is one that is organized 
by a physicians' group, and two of them are affiliated with hospi- 
tals. And one could argue about the motivation for health care pro- 
viders to establish home health agencies. Could it be patient care, 
protection from liability for insufficient care, an attempt to cost 
shift for Medicare dollars that they have lost in the hospital, or is 
it strictly that there is demand and there is a profit to be made in 
this area? But, nonetheless, the fact that there is a demand proves 
that there are more people being discharged quicker and sicker. 

Senior citizens living outside of incorporated communities quite 
frequently do not have any access to even these brandnew home 
health agencies. They do not know how to go about accessing them. 
They may have gone to hospitals in Tucson and been discharged by 
a discharge planner who had no conception of what it is like to live 



89 



86 

in a community like Bowie or Elfrida— no idea that you just cannot 
pick up the phone and make arrangements for services. 

One of the members of our advisory council is a retired nurse 
who has not kept her license up, because when she retired 15 years 
ago, the last thing she wanted to do was practice nursing. She has 
been forced in her heme community to care for people who have 
been discharged from the hospital. Unfortunately, she is now 
caring for her mother, and was not able to come and testify today. 

The other thing that we are seeing from home health agencies is 
what Stu Grabel mentioned earlier: People use the licensed home 
health agencies for services that those agencies can provide, but 
those home health agencies realize that their clients need those de- 
livered meals, those Housekeeping services that are not reimbursa- 
ble, and then what happens when Medicare reimbursement is ex- 
hausted after a given number of visits? Those people also come to 
our public and nonprofit agencies. 

As for the elderly, they are completely confused by DRG's. Most 
of them do not worry much about DRG's until they have to go to a 
hospital. Most of them believe that Medicare will not allow the hos- 
pital to keep them longer than some magical number of days. 

Rural hospitals complain that DRG's are putting them in finan- 
cial risk. Prospective payment systems have been adopted by 
AHOCCS — Blue Cross and Blue Shield and some other insurance 
providers. The rural hospitals say they do not have the volume of 
diagnoses, nor the variety of diagnoses for the average to work for 
them. 

One nursing home raised an issue with us about a week ago. 
They had a patient who was discharged from a hospital that did 
not have a physical therapist on hand. So, therefore, neither the 
treatment plan nor the discharge plan included any mention of 
physical therapy. So, now the nursing home is trying to make sure 
that Medicare will reimburse them for the recuperative care that 
they are planning to give, which includes the physical therapist. 

Discharge planning is another thing. We have a real increase in 
the demand for discharge planning, and it is very evident that it 
varies. Some hospitals start with discharge planning as soon as the 
patient is admitted. Some hospitals start with discharge planning 
as the patient is leaving the door. Some hospitals have somebody 
who ^is the discharge planner. Some hospitals have somebody who 
has umpteen" other duties and other duties as assigned includes 
discharge planning. Discharge planners find it really frustrating to 
discharge somebody into a community they do not know about. 
Th*y can go to directories; they can call information and referral 
in f ucson and be told that there is an agency X in such and such a 
community. But they do not have that day-to-day contact that you 
do in Pima County, where you have a close knit network of serv- 
ices. 

Obviously, there is a greater need for publicly funded agencies, 
proprietary home health agencies, hospitals, physicians, and nurs- 
ing homes to coordinate their services, and we would support an 
independent case-managed system, independent from patient care 
and independent from service provision. 

In summary, what we have seen the DRG's do: Patients are 
being discharged in poor states of health; the emergence of home 
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health agencies cannot provide dl of the services that these pa- 
tients need; the demand for community-based services cannot be 
met, because of inadequate funding; patients discharged into rural 
communities may not have nnv services available to them to help 
them recuperate; the demand for discharge planning is not consist- 
ent with the priority given to this function by hospitals; and elder- 
ly Medicare beneficiaries are upset and confused. 
Thank you, 

[The prepared statement of Ms. Heard follows:] 

Prepared Statement ok Kathleen Heard, Southeastern Arizona Governments 

Organization 

As the Area Agency on Aging serving the non-metropolitan counties of Cochise, 
Graham, Greenlee and Santa Cruz, the Southeastern Arizona Governments Organi- 
zation contracts with three non-profit and two public agencies for the provision of 
in-home services. During the contract year that ended June 30, 1985 these five agen- 
cies provided 32,023 hours of housekeeping to 602 clients, 11,359 hours of home 
health care to 404 clients, 2,155 hours of visiting nurse services to 326 clients and 
121,504 home delivered meals to 908 clients. These service levels are 13 to 25 per- 
cent higher than the prior year's levels. The agency that serves the largest county, 
Cochise provided over 50 percent of the aforementioned services and has submitted 
testimony as to the impact of the DRG system on these services. The other four 
agencies have not quantified the impact of DRG* on the demand for their services, 
but have shifted resources from housekeeping in response to an increased demand 
for more skilled home health and nursing services. 

The increased demand for home health and nursing services is also evidenced by 
the emergence in the last two years of home health agencies licensed for Medicare 
reimbursement. One urban based agency expanded services into this region and 
three new propriety agencies have been licensed, one of which is affiliated with a 

hysicians* association. Five hospitals have initiated the development of home 

ealth agencies. The result is that there are now 9 home health agencies in the four 
county region, licensed by the Arizona Department of Health Services, when only 
one public agency was licensed three years ago. 

Whether the motivation for health care providers to establish home health agen- 
cies is concern for patient care, protection from liability for insufficient care, cost 
shifting to replace lost Medicare revenues or profitability is debatable. However, the 
conclusion that the reason for the demand for home health services is because pa- 
tients are being discharged "quicker and sicker" is supported by public, non-profit 
and propriety home health providers. 

The emergence in this region of home health agencies does not assure that these 
sicker patients discharged by hospitals will get the services they need. Senior citi- 
zens living outside the incorporated communities may not have access to any in- 
home services. A retired nurse in Bowie has been kept busy caring for neighbors 
discharged by urban hospital personnel who have no conception of the patients' 
home community. Home health agencies generally provide only those services that 
are reimbursable by Medicare, Veterans Administration or insurance and refer cli- 
ents to the Area Agency funded providers for other service needs such as home de- 
livered mea*s or for ongoing home health and nursing services once reimbursement 
has been exhausted, thus increasing the demand for services already in short 
supply. 

The elderly also report that they are being discharged earlier and in poorer 
health than prior to the DRGs. The explanation that many have been given is that 
Medicare will only allow hospitals to keep them for a specific number of days. Most 
do not understand DRGs. 

Some of our rural hospitals claim that DRGs put them in financial risk because 
they do not treat the volume nor the variety of diagnosis to be able to break even 
under a prospective payment system and that the situation is exacerbated by 
AHCCCS having adopted a similar payment system. 

One nursing home reported that a patient might not be eligible for Medicare re- 
imbursed convalescent care because physical therapy did not begin in the hospital 
and was not specified in the discharge plan. 

Within hospitals discharge planners are in the process of defining and legitimiz- 
ing their roles with varying degrees of success. In some hospitals the discharge plan- 
ner actively participates in utilization review committees; while in other hospitals 
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discharge planning is assigned as an additional task in an employee's job descrip- 
tion, Understandably therefore, backgrounds and abilities of discharge planners 
differ significantly. r 

In some hospitals discharge planning begins with a patient assessment completed 
upon admission; while in others so called planning begins as the patient is being 
discharged. In many instances the discharge planner it not familiar with the pa- 
tients home community and cannot comprehend the non-existence of services that 
may be commonplace in an urban area. However, discharge planners who do know 
how to access services are often frustrated because with client loads at capacity, 
service providers are having to deny services. 

Obviously there is a greater need for publicly funded agencies, proprietary home 
health agencies, hospitals, physicians and nursing homes to coordinate " -es 
through a formalized system. We therefore support the establishment . _„ent as- 
sessment and case management systems that are independent from service provi- 
sion and patient care, and that are available to the elderly regardless of ability to 
pay. Based on the assessment, a case manager could serve as the broker enabling 
the individual to access the most appropriate and cost effective mixture of health 
related and community-based services. 

In conclusion DRGs have resulted in: 

1. Patients being discharged in poorer states of health. 

2. The emergence of home health agencies that cannot provide all of the support- 
ive services needed by these patients. 

3. Increased demand for community based services that cannot meet the need. 

4. Patients being discharged into rural communities where services necessary for 
recuperation are not available. 

5. Increased demand for discharge planning that is not consistent with the priori- 
ty given to this function as hospitals attempt to cut costs. 

6. Elderly Medicare beneficiaries are upset and confused by DRGs. 

Mr. Kolbk. Thank you very much. 

Soon, we will have an opportunity in a few moments for the au- 
dience to speak here. 

John, would you like to ask some questions? 

Mr. McCain. Thank you very much for your testimony. 

Ms. Heard, the Older Americans Act designates you as an advo- 
cate for the elderly in your area and you obviously are a very 
active and impressive one. Have your responsibilities in this area 
increased as a result of the DRG's? 

Obviously, from what you said, they have. For instance, have you 
attempted to educate the elderly on what to expect under this 
system, and how to plan for posthospital care? 

Ms. Heard. We have talked to some hospitals about doing some 
training, but it is very dfficult to simply educate people from the 
perspective of 4 }* e theory. I think we have got to get the doctors 
and the hospitals involved in doing that education, because if they 
have a certain interpretation, and that is the way a rule is inter- 
preted m that hospital, then by our telling people the theory, it 
may only lead to more problems. 

Mr. McCain. Thank you. 

Mr. Grabel, you mentioned that you have a newly instituted case 
management program. 
Mr. Grabrl. Yes. 

Mr, McCain. Could you elaborate on that, since Dr, Koff and the 
others have stated that it is one of the areas we need to address. 
Before you do, I would like to mention— and I am sorry that Dr. 
Henderson is not here, that I indeed agree that the physician may 
be the patient s greatest advocate. However, we need oversight and 
assistance in managing programs such as those you mention. I 
hope you will elaborate on them. Do you agree with that, and not 
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as a kind of criticism to the medical profession, but as a very intri- 
cate equation, requiring a lot of input and expertise. 

Mr. Grabel. Absolutely. It is a question of another field of being 
and of being familiar with every, with all of the community-based 
facilities and services that are available, some of which are related 
and part of a system, and some of which are unrelated. And I am 
just not — I do not believe that the physician really has the time to 
do that. It is not that they would not like to be able to do that. But 
I am not sure chat it would be appropriate for a physician, for ex- 
ample, to spend time with a patient and make long-distance phone 
calls to locate relatives who might be able to care for the patient. 
That is something that a case manager might do. 

I air going to preface what I say by saying that this is my con- 
cept of case management, and it may differ somewhat. 

This is the Grabel plan, Mr. McCain. Well, I know that Pima 
County has had a case management system in effect for some time 
now, and we borrowed some concepts from them. And I do not 
want my definition to be construed to preempt Jim Murphy over 
there from the county as his definition. 

What we want lo do is to find out what the client needs. Here is 
a difference in terms from DRG's. It is not a patient. It is a client. 
Often we use the term "participant" as well, because they are 
someone who has something to say in what is going to happen to 
them. The first step in doing that with a physician would be a 
physical examination. With case management, it would be an as- 
sessment. 

That is, you would go and sit down with the client or the partici- 
pant, and discuss v/ith them what they see as their problems, and 
the discussion and the assessment would be both informal and 
formal: Informal in that you want to reach the point where the pa- 
tient is willing or the client is willing to tell you what is going on. I 
think one of the things I mentioned in my written testimony is a 
case in which a client did not tell anyone except our worker that 
she was incontinent, which of course has a great bearing on what 
type of treatment or what type of facility they would be in. That 
can only be done when there is a certain rapport that is estab- 
lished. 

The second thing is the structured portion of it. Ask certain spe- 
cific questions. Do you have trouble getting around? If you do, what 
do you need to help you get around? Then, as a result of this series 
of questions in this interview, the case manager reviews what is 

?;oing on, and discusses with the client what they see as their needs 
or service. Now, with a medical discharge, this would include what 
the physician sees as their need for servicing including medical 
services. And we have, as part of our service, nurses on our home 
care staff that are available to our case management staff. 

So, if our case manager notices something that might indicate, 
and they have gone through training to look for these things that 
might indicate a physical problem that the patient is not aware of, 
they might arrange for an interview with the nurse. Now, the prob- 
lem is that the nurse cannot do anything until, in terms of treat- 
ment, until the client is referred to and goes to a physician, and 
the physician orders the service. And often, one of the greatest 
tasks of the case manager is to convince the client to go see a 
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doctor. And yon would be surprised in rural Arizona, and I imagine 
in urban Arizona, as well, how many times it is difficult to get 
someone to choose between paying their deductible for that, or 
paying their rent that month. It is a real decision, but the case 
manager's task is to steer them, if you will, with their consent and 
cooperation, toward a course of action that will allow them the 
greatest degree of independence with whatever intervention is nec- 
essary to help them maintain that independence. 

Now, the greatest degree of independence that an individual may 
need may be institutionalization. On occasion, that does happen. 
But we try and find other, what we would like to think of, as 
cheaper alternatives to that. 

The idea of the case manager would be that, upon discharge, in 
the context of DRG's, would be in the context— OK, we have some- 
one who is ready for discharge from the hospital. The hospital is 
concerned that the medical treatment is kept up. The case manag- 
er would be concerned with arranging for that, and also arranging 
for those other things. 

I think, again, I alluded in my testimony to a case where an indi- 
vidual was discharged without being explained how to use a com- 
mode, and so he was incontinent, not because he had to be, but be- 
cause he could not be trained in doing it. It is just a connection 
step, if you will. The case manager would take care of making 
those arrangements. The problem, again, being that it takes time 
to make those arrangements. It is too late to do it the day the pa- 
tient is being discharged. Well, if the case manager is brought in 
early enough, that can happen. 

Mr. McCain. Thank you. 

Mr. Chairman, I may have to leave before the final conclusion of 
the hearing because I have to go back to Phoenix. 

I would Tike to thank you for chairing the hearing. I would also 
like to express my appreciation to the people in the audience, who 
have come here and paid close attention for a long time. They have 
obviously been very interested and deeply committed to this issue. 

I am convinced that if we have enough people in the State inter- 
ested in this issue, such as we have in the audience today, we will 
be able to come up with some reasonable solutions to these issues. 
Thank you. 

Mr. Kolbe. I want to thank you, Congressman McCain, for being 
a part of this hearing today, and we will understand if you have to 
leave. 

I will ask a couple of quick, short questions here, and then we 
will take some public input here. 

Ms. Heard, you discussed the need for community-based services 
as the DRG system is developed, and you ticked off a whole range 
?» th??®; Are you taking that into account as you do your planning 
in SEAGO? 

Ms. Heard. Yes; we are. 
( Mr. Kolbe. And, of course, I think we probably both agree that it 
is partly because DRG's, but partly just because of a growing aging 
population, that there are more demands for home health care 
services and community-based services. Is that correct? 

Ms. Heard. Yes. 
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Mr. Kolbe. What kind of planning are you doing to take that 
into account? 

Ms. Heard. What has happened is, because we have not had any 
significant increases in budget. Because Arizona has been gaining 
in population of 60 and over, in higher proportions to what other 
States have, we have gotten some increases. But what has hap- 
pened is that we have had to take funding away from services like 
congregate meals, and other supportive services, in order to ad- 
dress the in-home services and in the reauthorization last year, of 
the Older Americans Act, we were given more flexibility to be able 
to transfer funds from the different parts within title 3. And we 
have had to exercise that. But we have reached the point where we 
simply do not have the resources, the dollar resources, to continue 
doing that. Our communities have been phenomenal in the amount 
of local resources that they have put in, but one of the things we 
are faced with is the possible disappearance of revenue sharing, 
and revenue sharing has not always oeen the funding that provid- 
ed some of that local cash. 

Quite frequently, entities use the local— revenue sharing to buy 
capital equipment, and then they use general fund money to fund 
some of the in-home services, and so we have not only the fact that 
Older American Act fundings have not increased to any significant 
degree, but we also may be losing revenues through revenue shar- 
ing and general fund money. 

Mr. Kolbe. I suspect I had better be forthright in telling you 
that it is not a possible loss of revenue sharing; it is a virtually cer- 
tain loss of revenue sharing that is going to take place. 

What you just said, and certainly what Mr. Grabel has said earli- 
er, touches on the second point I wanted to make. What we are 
dealing with is a problem of allocation of resources, and I think 
what I am hearing from you is that perhaps the allocation as 
DRG's work, if they work, in the cost-containing system, and obvi- 
ously, Mr. Grabel does not think they are working in terms of pro- 
viding health care or good quality health care but if they are work- 
ing that way, we are not reallocating the resources over to the 
other side where they are needed. Is that a fair assessment of what 
I am bearing from both of you? 

Ms. Heard. Getting back to what Dr. Koff said, in Arizona, we 
simply do not have a continuum of care and until we have funding 
incentives, if you want to use some of the terms some of the medi- 
cal profession has used today, we are just not going to see some of 
those other alternatives developed. 

Mr. Grabel. I am going to ask, since I am not a Congressman, I 
would like to take a purely 

Mr. McCain. Good for you. 

Mr. Grabel [continuing]. A purely political statement that I 
think what is happening that we are — that a lot of us are making 
the assumption that we cannot bear these things because there is 
not enough money available, and I said there should be enough 
money available. I do not have to start from that position. Perhaps, 
you, as working on the budget do, my position would be that, yes, 
these services are necessary and what is happening is that we are 
creating a greater need by reallocating our resources. That is, we 
are taking away from support and maintenance programs, and put- 
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ting them into acute care programs which are more expensive For 
example, home delivered meals cost more than congregate meals, 
tor the simple reason that we have to deliver them to individual 
people, OK. When we— and what happens when those home deliv- 
ered meal people recover, and they need a setting in which to get 
their meals there is no longer going to be a congregate meals pro- 
gram, if the trend continues. 

The other thing is that our service was funded to provide house- 
keeping services, home health aide services and skilled nursing 
services. As we reallocate our funds into skilled nursing services, as 
the patient gets better, we do not have the other level of service to 
provide them. So, what it means is that they have to get sicker in 
order to get the service. We are creating a funnel, if you will, 
toward the higher end of the spectrum, the more expensive end of 
the spectrum, and I think that that is something that, in the short 
term, it may save us money now, but it is going to cost us in the 
long run. It is going to be more expensive in the long run, and then 
you are going to have to reinvent the wheel and redevelop these 
services again. 

Mr. Kolbe. Thank you. I will not get into an argument with you 
about whether or not we are spending enough, too much, or too 
little on health care. I would point out that since 1950, in the last 
11 y l arS ' , ^ entR e e of gross national product, the measure of 
all the goods and servitwS that we allocate for everything that is 
produced in the United States to health care, has more than dou- 
bled. That may still be insufficient, and I do not want to get in- 
volved in a philosophical discussion of that. But I think what we 
are beginning to see, and perhaps this is a good point on which to 
bring this part of the hearing to a close, I think we are beginning 
to see this as it relates to one aspect of that question, that society 
is beginning to ask: Are there limits to what portion of our total 
resources are available to vn in society that we allocate to health 
care because we do live in a world of finite resources? 

I want to thank you, Katherine. I want to thank both of our indi- 
viduals, Mr. Grabel and Ms. Heard, for their superb testimony, and 
we _are going to go directly to public testimony. 

Thank you both very much for testifying. 

While we are setting up that microphone here, I want to make a 
couple of points. First of all, several people asked far an address for 
the Peer Review Organization. We have printed it on a piece of 
paper out on the table in the foyer, and if you would like it, please 
copy it down off that piece of paper, as you leave. 

Now, we are going to go to public testimonies. Congressman 
McCain will back me up that each day in the House of Representa- 
tives at the beginning of our session, we have what we call 1- 
minute speeches. You may not believe that politicians could ever 
confine themselves to 1 minute, but the Speaker up there uses the 
gavel very vigorously at the end of 60 seconds, and cuts you off in 
midsentence. I will try not to cut people off in midsentence, but we 
would hke •> b- ible to hear from just as many people as possible. 
And let me re.r nd you that we will take written testimony and 
complete tes nc.vy will be a part of the record. 
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So, I will apologize in advance if I use the gavel, but I hope those 
out there still waiting to try to get a comment made will appreci- 
ate the fact that I do use it. 

Please, just make the basic point that you want to make, and 
then, if you have something you want to submit in writing, it will 
be printed in the record. 

I am going to call first on Ave individuals who contacted us in 
advance, representing different groups that wanted to be heard for 
a 1 -minute message to us. And we will begin with hearing Michael 
Smith, representing the Pascua Yaqui Tribe. 

Mr. Smith. 

STATEMENT OF MICHAEL SMITH, PASCUA YAQUI TRIBE 

Mr. Smith. I would, our chairman, just to stand with me. First, 
let me hand you the — we have written testimony, and I will not be- 
labor it because I know we are on a time schedule all that we have 
to say is that, in the State of Arizona, because of the Medicare and 
other lack of Medicare that the Indians are one more burden to an 
overburdened resource, and because IHS and BIA work as residual 
payer of last resort, there is no money through BIA or IHS. And 
we are using alternate resources. We are just adding one more 
burden to an overburdened system. And we think — we have made 
some recommendations we would like you to read in our written 
prepared testimony, and just to say that we need to be recognized. 

Mr. Kclbe. Thank you very much. 

[The prepared statement of Mr. Smith and Mr. Ramirez follow:] 

Prepared Statement op Pascua Yaqui Tribe Submitted by Michael Smith and 
Chairman David Ramirez 

The following testimony if presented by the Pascua Yaqui Tribe of Arizona. The 
Pascua Yaqui Tribe appreciates the opportunity to enter the following testimony 
into the record. This testimony reflects the views of the members of the Pascua 
Yaqui Tribe concerning long-term health care issues for the Pascua Yaqui Tribe. 

BACKGROUND 

In 1978 P.L. 95-375 extended certain Federal benefits, services, and assistance to 
the Pascua Yaoui Indians of Arizona. The Pascua Yaqui Tribe is not served by any 
Indian Health Service (IHS) direct care facility nor by IHS field health stair The 
direct care and preventive health services are provided to the Yaqui Tribe by a local 
IHS-HMO contract and a Tribal Community Health Program (P.L. 93-638 contract). 
Long-term health care is not however, a part of the contractu ral agreement. 

ISSUES 

Long-term health care for Indians is fragmented and ineffective. Currently long- 
term care is addressed in the following manner: 

1. Arizona Health Care Cost Containment System— there is no provision for long- 
term care under the existing system in Arizona. There are no resources available 
and no immediate plan to address the problem. Medicaid states do have long-term 
care provisions. 

2. Indian Health Service (IHS)— IHS policy on long-term care for the elderly 
allows for expenditure of contract health services funds for skilled nursing care. 
IHS is payer of last resort and must exhaust all revenues of alternative resources 
including Medicare and Medicaid before their funds may be expended. A review of 
IHS expenditures for skilled nursing care showed that 95 percent of those costs were 
incurred in the State of Arizona where there is no alternate resource for elderly 
care. 

3. Bu reau of Indian Affairs (BIA) — The Bureau policy for long-term care is a resid- 
ual one for only custodial and domiciliary care. In provision o? non-medical institu- 
tional or custodial care the majority of services were provided for needy and eligible 
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residents on reservations in the State of Arizona, because the state does not admin- 
ister a Title XIX program. Once again no funds are expended until alternate re- 
sources are exhausted. 

4. County services— County resources are utilized by Yaqui clients if they qualify 
1 {/ e . rvice » available. In most cases however, they do not meet the criteria. 

5 Vr ^^re—approximately only 10 percent of the Indians residing in Arizona 
qualify for Medicare reimbursement. IHS is currently experiencing billing problems 
with the AHCCCS program for Medicare reimbursement. 

Since the inception of the AHCCCS program IHS was informed that all enrollees 
over sixty-five year* of age were automatically flagged as being covered by Medi- 
care. That assumption may have been OK for the general population but was not 
appropriate for the Indian population since very few have Medicare. The staff deal- 
ing with these problems have continued to make AHCCCS aware of the erroneous 
information but there has been no correction of the situation. 

ADDITIONAL CONCERNS 

The Pascua Yaqui Elderly have been experiencing yet another situation which is 
of grave concern. Since the beginning of the Diagnostic Related Groupings (DRG's) 
early discharge has caused a cost savings to hospitals and the HMO contract but 
has caused dwcomfort and massive confusion for placement of the elderly. In Tribes 
that have IHS hospitals elders may be held until provisions are made. In the case of 
Yaqui, clients are generally discharged to home, placing an unusual burden on al- 
ready strained Home Health services. In essence the needs are still there the cost is 
only shifted. Home Health may be an answer but in many cases Tribal Health De- 
partments are not Home Health Certified and although they may be required to 
pr 2y the services they are unable to receive Medicare reimbursement. 

There exists fragmentation of services, continuity of care, risk of inadequate qual- 
ity of care because of the multiple sources of small amounts of funds requiring 
many agencies to become involved and not allowing for control by any single 
agency. ' * 6 

It is apparent that an increasing amount of responsibility for long-term care is 
being placed on the States and Counties for Indian Health Care. 
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In conclusion the Pascua Yaqui Tribe would like to make the following appeals: 

Since Arizona consumes 95 percent of IHS long-term care resources because there 
is no Medicaid alternative resource it is respectfully suggested that Congress inter- 
vene to facilitate a state Medicaid alternative or provide direct supplemental funds 
to IHS and BIA to provide long-term care for Indian people. 

It is also respectfully requested that Congress continue follow up on long-term 
care issues in the State of Arizona. 

The Pascua Yaqui Tribe thanks you for the opportunity of allowing this testimony 
to be entered into the record for your consideration. 

Mr. Kolbe. Would you give me your name? 
Mr. Smith. My name is Michael Smith. 
Mr. Ramirez. Chairman Ramirez. 

Mr. Kolbe. Right, and the chairman, I know, Chairman Ramirez. 

STATEMENT OF DAVID RAMIREZ, CHAIRMAN, PASCUA YAQUI 

TRIBE 

Mr. Ramirez. Thank you for giving us this opportunity to give 
this written testimony. 

Mr. Kolbe. Thank you very much. The testimony will be entered 
into the record. 

Ed Hanson, representing the Papago Tribe. Ed? 

Mr. Hanson. Congressman, I would like the vice chairman of the 
Papago Tribe to 

Mr. Kolbe. Fine, thank you. 

I have just been advised by staff that since we are still filming 
this, they would like to get your profiles in and that is why we 
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have the microphone facing the way it is there, so that we can film 
this. 
Sir? 

STATEMENT OF FRANCISCO JOSE, VICE CHAIRMAN, PAPAGO 
TRIBE OF ARIZONA 

Mr. Jose. Thank you, Congressman. I would like to introduce 
myself. I am Francisco Jose, vice chairman of the Papago Tribe. 
We are the second largest land based tribe in the United States. 

In light of all the testimony from the people that spoke at the 
outset of this meeting, I would like to sympathize with them, and 
then you vill much better understand my case. In light of the re- 
sponsibility, we urge the members of— excuse me— in light of this 
responsibility, we urge the members of the Federal Government 
present here today to recognize the Indian people of the United 
States and the Indian Health Service, are not immune from the ef- 
fects of the new Medicare system. Just as others present today will 
surely say that the present application of the concept of the diagno- 
sis related groups fails to consider the needs and implications of 
long-term care for the elderly, we assure you that the Medicare 
issues in general, the State of Arizona's Medicaid Program of 
AHCCCS has its impacts on our elderly, as well. 

It must be recognized that the Indian Health Service no longer 
operates in isolation. It too feels the pressures of shifting responsi- 
bilities, Federal Government's divestment in favor of increasing 
State obligation, and ever-increasing fiscal constraints, and so too 
does the Bureau of Indian Affairs. 

When these factors impinge on health care delivery, the end 
result is a reduction of services and, perhaps, the quality of care. 
We cannot allow this to happen anywhere with any population seg- 
ment, but most assuredly, we must not allow these efforts to re- 
sponsibly manage the Federal Government to overshadow our more 
basic responsibility to care for our elders. We, the Papago people, 
hold the elders of our tribe in the highest esteem, and believe this 
is a consistent principle among all social and ethnic groups in the 
United States. Therefore, we ask that when you review the testimo- 
ny provided to you today, that you consider the implications seem- 
ingly unrelated issues will have on the Papago and all Indian 
people. 

We are now affected by the Medicare system, but its impact on 
federally operated and maintained health care delive ry systems. In 
the future, we anticipate the Federal Government will increase its 
demands on the State governments. We ask that you reflect upon 
the degree to which the AHCCCS program plan provided adequate- 
ly for long-term care. Were the individual counties prepared to pro- 
vide for long-term care not covered under the AHCCCS program? It 
is too moving to operate within the scope of Medicare rules and 
regulations. 

What are the implications of this on Native Americans? Will 
their esteemed elders be adequately provided for under this 
system? We remain concerned because even now we cannot provide 
for the elderly in the fashion which we would like. 
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Mr. Kolbe. Can I ask you to submit the rest of it or just finish 
up with the conclusion, there, please, because you have gone more 
than 2 minutes. 

Mr. Jose. OK. We have some questions that we would like you to 
address, and that is: Is there a conceptual overview of a cycle for 
the continuum of care for patients under the Medicare system? 
Does it include a reasonably functional method for ensuring the 
provision of long-term care? Does clearly defined policy exist for 
the insurance of service when multiple State or Federal agencies 
are involved, for example, AHCCCS, Indian Health Care Service, 
and the Bureau of Indian Affairs? And are the specific obligations 
and responsibilities clearly delineated? 

Mr. Kolbe. Thank you very much, for that. If you give us that 
copy, we will include it. 

[The prepared statement of Mr. Jose follows:] 

Prepared Statement of the Papago Tribe op Arizona 

The Papago Tribe of Arizona enjoys the distinction of being the second largest 
Indian Tribe in the United States with an enrolled population of 17,651. At the 
same time its total acreage of 2,855,969 makes it the second largest land mass reser- 
vation in the United States. These facts are important in consideration of the plight 
of the aging population in our country today because our sheer size and land base 
give sound examples of the numerous problems surrounding the provision of health 
care to our elderly. 

We, as representatives of the Papago People, are here to provide testimony in 
order that it be clearly established, for the record, that we are concerned about the 
elderly persons within our Tribe, for whom we feel a moral and ethical responsibil- 

In light of this responsibility, we urge those members of the Federal Government 
present here today to recognize that the Indian People of the United States and the 
Indian Health Service are not immune from the effects of the new Medicare pay- 
ment system. Just as others present today will surely say that the present applica- 
tion of the concept of diagnosis-related groups (DRG's) fails to consider the needs 
and implications of long-term care for the elderly, we assure you that Medicare 
issues in general, the State of Arizona's "Medicaid" program of AHCCCS has it's 
impact on our elders as well. 

It must be recognized that the Indian Health Service no longer operates in isola- 
tion. It too feels the pressure of shifting responsibilities, Federal Government disin- 
vestment in favor of increasing State obligation, and ever-increasing fiscal con- 
straint. So too does the Bureau of Indian Affairs. When these factors impinge on 
health care delivery the end result is a reduction of service and, perhaps, the qual- 
ity of care. Certainly, we cannot allow this to happen anywhere, with any popula- 
tion segment. But most assuredly, we must not allow these efforts to responsibly 
manage the Federal Government to overshadow our more basic responsibility to 
care lor our elderly. We Papago People hold the elders of our Tribe in the highest 
esteem, and believe this is a consistent principle among all social and ethnic groups 
in the United States. 

Therefore, we ask that when you review the testimony provided to you today, you 
consider the implication seemingly unrelated issues will hae on the Papago, and all 
Indian People. We are now affected by the Medicare system, by its impact on Feder- 
ally-operated and maintained health care delivery systems. In the future we antici- 
pate that the Federal Government will increase its demands on the State Govern- 
ments. We ask that you reflect upon the degree to which the AHCCCS program 
plan provided adequately for long-term care. Were the individual counties prepared 
to provide for long-term care not covered under AHCCCS? Now the Indian Health 
Service is being mandated to maximize the use of the AHCCCS, it is moving to oper- 
ate within the scope of Medicare rules and regulations. What are the implications of 
this on Native Americans? Will our esteemed elders be adequately provided for 
under this system. We remain concerned because even now we cannot provide for 
our elderly in the fashion we would like. 

For many years we have worked to put a nursing home, a facility for long term 
care, on the Papago Reservation. There are thirty six (36) Papago Elderly placed in 
oil-reservation nursing homes because of the lack of an on-reservation nursing home 
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facility. An average nursing home placement being approximately two hundred 
(200) miles removed from the reservation. And there are many, many more of our 
elderly needing placement and a greater number who would benefit from a nursing 
home facility but, continue to refuse being moved from their reservation homes. To 
date these efforts have not been successful, but at least we understand what the 
game is all about. On the other hand what does our increased involvement in the 
Medicare and AHCCCS hold in store? Will the system create more victims, as a 
result of incomplete planning and consideration. 

It is clear to us there is a gap in service to the elderly under the existing system. 
We find ourselves being impacted on more and more by this system. Therefore, we 
ask as part of public record, that as the Select Committee on Aging, through it's 
Health and Long Term Care Sub Committee, looks at Medicare and its impact on 
the elderly populations within the United States it recognize that Native Ameri- 
cans, previously outside that dystem, have now been drawn in and must be consid- 
ered as an intrinsic part Effective problem identification and program planning 
must include consideration of Native Americans in order to be complete. 

Some questions which must be addressed from the outset include: 

Is there a conceptual overview of a cycle for the Continuum of Care for patients 
under the Medicare System? 

Does it include a reasonably functional method for ensuring the provision of long- 
term care? 

Does clearly define policy exist for the insurance of service when mulitple state 
and/or federal agencies are involved, for example AHCCCS, Indian Health Service, 
and the Bureau of Indian Affairs (BIA)? 

Are the specific obligations and responsibilities clearly delineated? 

In July of 1985 the PritglafF Commission on Long Term Care released a report 
which deals with the provision of long term care in Arizona. The report makes clear 
the necessity for Indian Tribal governments and the Arizona state government to 
cooperate in assuring that federal funds are available to tribes to provide communi- 
ty and in-home services to elderly Indian reservation. We encourage you to pursue 
this as an extension of the continuum of care, post-acute care hospital stays in-light 
of DRG's and reduced lengths of stay (LOS). 

That same report recommended the establishment of screening and case manage- 
ment mechanisms. The state and/or counties would screen people for placement in 
nursing homes and Medicaid financing. If the State or counties do the screening, it 
may end up in a situation similar to AHCCCS, where the Indian Health Service 
forces people to apply to the counties for nursing home assistance, and threatens to 
terminate Contract Health Service payments. 

It is important that Indian tribal governments, the Arizona state government and 
the federal government (IHS) work cooperatively to insure that Medicaid dollars are 
available to Indian nursing home patients without jeopardizing the health or well- 
being of those Indian patients. 

On behalf of the Papago Tribe , thank you for the opportunity to testify. We urge 
you to consider the needs of more than 17,000 concerned citizens of Pima County 
and the State of Arizona. But perhaps more importantly, we urge that you look at 
the current system for its impact on all Native Americans who seek health care 
under a system directly and indirectly impacted on by Medicare. We care for our 
elderly and hope, always, to provide for them so that they might live with dignity. 

Mr. Josb. Thank you. We appreciate it. 
Mr. Kolbb. Thank you very much. 
Esther Barr and Jackie Kechnic? 

STATEMENT OF JACKIE KECHNIC, COUNCIL HOUSE 

Ms. Kbchnic. Right. Council House is a federally funded housing 
for elderly and disabled, and we have 165 residents. After listening 
to the testimony, I was not here all day — I feel we do have some 
problems with early discharge. 

I have four people within the last 90 days whose whole lives 
turned around. One of them died at Council House under home 
health care supervision. And I would hope that maybe we can do a 
little more research into this area and find out what actually is 
happening, when they go home so that maybe in some way, we can 



Ml 



98 

rectify this. Because it does change an elderly person's life and 
hopefully get some more interim care. 
Mr. Kolbe. Thank you very much. 

Let me emphasize if you do not have written testimony, and you 
would hke to submit it, the record will be open for you to submit 
that in writing. 

Warren Scriber, representing Independent Insurance for Home 
Care. 

STATEMENT OF WARREN SCRIBER, INDEPENDENT INSURANCE 

FOR HOME CARE 

Mr. Scriber. Congressman, thank you for this opportunity. 

I am disturbed that the insurance industry, the financial picture 
involved in this was not discussed as a panel problem. How are 
each of us going to pay for these particular specific benefits that 
fortE? Ug skilled nursing homes, private duty nurses, and so 

I am suggesting to you that Medicare could address this area in 
l"!™ 4 a particular program to readjust Medicare to take care of 
skilled intermediate and custodial care, and to take care of private 
duty nurses. r 

My suggestion to you, first of all, is to change Medicare to the 
existing— everyone is ineligible, of which it is not. At the present 
time, less than 2 percent of the admitted individuals into nursing 
homes, are accepted under Medicare. 98 percent of these people 
have no funds coming from Medicare to pay for their skilled nurs- 
ing home, and to add private nursing at home as an additional ben- 
efit under Medicare. 

The skilled nursing home and private nurse at home would have 
a limited period of time for benefits. Can this not be a carte 
blanche arrangement in that Medicare supplement programs 
through the insurance industry would take over to pay on for a 
limited period of time, such as 3 to 5 years, and that would be af- 
forded for individuals who could afford the type of program? 

Nonqualified for Medicare and those who could not afford Medi- 
care or Medicare supplements programs would have their benefits 
paid by a special fund under Medicare. 

A way of funding this would be to increase Social Security deduc- 
tion for workers and to deduct some Social Security income possi- 
bly from paying on a sliding scale from individuals. And I think 
this issue should be addresssed. 

Mr. Kolbe. Thank you very much for that, and if you have any- 
thing in writing, we would be happy to have that also. 

Now, for other members of the audience, if you would just come 
up to the microphone and please be sure that you identify yourself 
by name, and who you are representing, there and we will limit it 
to 1 minute. 

Elaine. 

Ms. Owens. As Mr. Grabel and Mr. Kolbe-for me to sit and not 
lor 4 hours, is like Chinese water torture, especially when it is so 
close to my heart. 

Mr. Kolbe. For the record, please begin by identifying yourself. 
Ms. Ownes. Elaine Owens, as a private citizen. 
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Mr. Kolbe. Thank you, Elaine. 

STATEMENT OF ELAINE OWENS 

Ms. Owens. I did not come as anybody's employee today. I came 
as Elaine Owens, nobody's employee today. 

I came as a person that for 10 years has been trying to take care 
of the elderly. And if these people have not had any complaints, I 
do not know. It is because we did not know where to go to, because 
in the last 6 months, I have had five and when our nurse took me 
down to take care of a lady's scar that went from here to here, 8 
inches long, 3 inches deep, 2 inches wide, my mouth fell down to 
here. And if they said that is not a too soon discharge, I don't know 
where they have been. 

I did not have any of those in the last 10 years, and I have been 
taking care of these elderly people. And the hernia lady was mine 
that I had to take home to an empty house with no family, and 
nobody to take care of on an afternoon. And I am the bag of 
cement that has to— you know, fill these cracks. Then we are the 
online people that have to take care of them. 

I also run a nutrition site where they come to me and say they 
have to have two more of my meals, which means I have to tell two 
more of my people that they cannot come and eat there today. And 
that is where we are really talking serious business. And we are 
talking about an interim of care between the hospital and when 
you send them home to us, because we do not have the care there 
and so we have to have that interim care. And they are coming 
home sooner and sicker. And I am going to quit before bang that 
gavel. 

Mr. Kolbe. Thank you, Elaine. You did it just right. I appreciate 
that. 

Ms. Nieman. I am Evelyn Nieman, and I only have a question 
about PRO. What are their duties? How did Dr. Shapiro get his job; 
And how was he appointed? 

Mr. Kolbe. I think the answer to the question is that, it is a con- 
tract, an organization with which HCFA contracts, so there is in a 
sense a bid process by which they become the peer review organiza- 
tion. 

Jim Murphy. 

STATEMENT OF JIM MURPHY, DIRECTOR, PIMA COUNTY'S 
DEPARTMENT OF AGING 

Mr. Murphy. Jim Murphy, director of Pima County's Depart- 
ment of Aging and Medical Services. And I am so pleased to hear 
so much conversation today about continuum of care and case man- 
agement, because we have had that system in Pima County for 10 
years. Unfortunately, it serves very few of the population that have 
a need. 

We have been impacted in Pima County greatly in our nursing 
home park where we care for 1,170 individuals, and we have had to 
increase staff. It has been more costly and yet only about 1 percent 
of the population of our 1,170 on any day are having Medicare ben- 
efits. So, the local taxpayers are paying much more for this care in 
nursing homes, as a result of a cost shift from the hospital. 
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In our community services case management system, we have 
been as they ave in Cochise County, and all over, a much greater 
impact and dv mand for services where there is no payment. I sus- 
pect that since there is payment in the skilled care area, that there 
is an improper use of skilled care, because there is a payment 
mechanism that people are ordering skilled care where lower-level 
services could suffice but there is no Dayment mechanism for it. 
We have more emergency meals. We have elderly people dis- 
charged who live alone, or who have a spouse who is equally dis- 
abled and cannot, as Ted Koff and many others said, do the things 
necessary to take care of themselves. 

We do not have title 19. Every other State in the Nation has 
Medicaid dollars to help support many of the programs but in Ari- 
zona, we do not. 

I would like to call, if I could, on Jill Bemis from my staff. We 
say we do not hear of any cases. We have many, many, many cases 
and this is just one case where the system did not work. 

Mr. Kolbe. Thank you, Jim. And we will— I want to say thank 
you for the work that you have done, and for the help that you 
have given me. I, through the yearu, have worked with you on the 
legislature on these issues. They certainly are ones that I think we 
have all grappled with, and your testimony will be made a part of 
the record. 

Ms. Bemis? 

STATEMENT OF MS. BEMIS 

I Bemis. This will be a short 1 minute. This is one of about 
1,700 cases we have open today. It is an 87-yearK>ld woman on a 
limited income of $480 a month, who was hospitalized in May 1985, 
tor 4days. The diagnosis was pneumonia, emphysema and arthri- 
tis. Prior to admission, she had been wheelchair bound but able to 
transfer herself. She is the sole caretaker of a 50-year-old retarded 
son, and has no other support system. 

When discharged home, there was no referral made for any 
home support services. Yet, she was so weak that she could not 
transfer and was seriously undernourished. Following a continued 
deterioration in her cond'*' jn, she was rehospitalized 2 weeks later 
with a diagnosis of severe respiratory problems, malnutrition and 
dehydration. She was discharged 3 days after that, and this time 
with a referral for Medicare covered home health three times a 
week. 

, A case manager was called by the home health agency, recogniz- 
ing that this was not going to be adequate and a whole package of 
services were immediately authorized, including home-delivered 
meals, shopper, personal care, laundry, housekeeping and assist- 
ance with transferring to the bathroom. These services, although 
completely inadequate in frequency because of our extremely limit- 
ed resources, helped to stabilize her and let her remain at home 
this time, but taking many, many months to recover because she 
had become so senously debilitated. 

Of all the care she received, only the three times a week visit for 
skilled nursing was covered by Medicare. Everything else was cov- 
ered by local resources. 
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Mr. Kolbe. Thank you, very much for that case history. It cer- 
tainly is food for thought. 

STATEMENT OF GERALDINE LEACH, ELFREDA AND COCHISE 

COUNTIES 

Yes, ma'am? 

Ms. Lrach. Hello. I'm Geraldine Leach from Elfreda and Cochise 
County. 

My mother died a week ago today at the Cooper Green Commu- 
nity Hospital. Around Labor Day, she was attended by some incom- 
petent aide of some kind, and she said that she had banged her up. 
And she hit her on the head. And she said later that her neck hurt 
where the neck joined the head, and she had a sore throat. And she 
said that the aide shook some kind of dust in her face. So, through 
the hospital, I checked and double checked for personnel they 
hired. I went to the personnel department to ask about that aide, 
and the girl in the personnel department said that she had never 
seen such a person. Anc I went to find the head nurse who hired 
her. And she was not available for comment. And I tried to find my 
mother's doctor, Dr. John Abbott, and he was out of town. 

So, I was wondering how well the hospitals check on their people 
before they hire them? That is all. 

Mr. Kolbe. Thank you for your comment, and that certainly is a 
good question. And I know that hospitals do try obviously to check 
on them, but I think there are times when we can never be too 
careful in terms of the kinds of people we hire. I certainly think 
that is something for you to take up with either the administrator 
of the hospital or with appropriate review groups in Cochise 
County. 

Are there other comments from the audience? We will take two 
or three more. 

STATEMENT OF WILLIAM SCOTT, BOWIE, AZ 

Mr. Scott. My name is William Scott, and I am from Bowie, AZ. 
Mr. Kolbe. Thank you for coming, sir. 

Mr. Scott. Some of this has been covered today in this deal, but I 
have a wife that has Alzheimer's disease, and we are both retired. I 
am 76, and she is 73. And she is unable to take care of herself. And 
I am a heart patient for over 40 years. I have been in and out of 
the hospital, and I have a lot of expenses. And our savings is very, 
very limited. I had to keep my wife— I cannot take care of her any- 
more because she has no control of her bowels or her water, or 
cannot feed herself. She can hardly walk, and so I got to the point 
where I couldn't take care of her anymore, and so I had to put her 
ui a health care home. That costs me $1,200 a month. I have $1,300 
for pension, and that is all I have, and Medicare, but none of that 
pays anything. And I am in bad need of help somewhere because 
my savings is about gone. 

Mr. Kolbe. Thank you very much, sir. We just completed a hear- 
ing in Washington before the full select committee on Alzheimers, 
and the way in which it can totally devestate families financially. 
And I wish I had a simple answer for you. But I think it is one that 
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we, as a nation, and certainly in Congress, are going to have to ad- 
dress. 

There is— at least you will be happy to know, a good deal of at- 
tention being given by several committees to this problem. 

Alzheimere is just something that many of us are just discover- 
ing as £i problem. We really have not, in the past, we just said "se- 
nility." We are now discovering that it is a real illness and some- 
thing that really needs to be addressed. And I appreciate your 
bringing this to our attention. 

STATEMENT OF DR. MCCLAIN, PATIENT AND FAMILY SERVICES, 
TUCSON GENERAL HOSPITAL 

Dr. McClain. My name is Dr. McClain, and I am with patient 
and family services of Tucson General Hospital. And I felc like 
something needed to be said for the social workers. 

Mr. Kolbe. Thank you for saying something for the social work- 
ers. 

Dr. McClain. We have heard a lot of things about discharge plan- 
ning and the social workers, and I'd like to stand up for them 
today, if I could. 

I give 10 hours a day, working with patients in a hospital, work 
at night, people call me at home, and it is very, very hard to make 
sure that patients have something when they leave the hospital. I 
realize the DRG system is in, but I work very closely with all the 
case management agencies in town, and with the home cares, and I 
know it is not sufficient, but we really work hard with the families 
and with all the agencies to at last provide something for the pa- 
tients when they leave the hospital. 

So, I just did not want social services to just go down and dis- 
charge planners thinking that we do not do in the hospitals be- 
cause we really do. We do not always have open referrals because 
it is the doctor that has to give the referral. But we work as hard 
as we can to get the help for the patient in the hospital. 

Mr. Kolbe. Thank you very much. And thank you for the work 
that you do on behalf of patients who are being discharged. We ap- 
preciate it. 

Yes, ma'am? 

STATEMENT OF EILEEN GLICKMAN 

Ms. Guckman. My name is Eileen Glickman, and I have spoken 
to you before about the VA hospital system. The fact that it is 
being cut down, which will, could take— which will throw a lot of 
older patients onto the Medicare system when it should be in- 
creased so that we will take the problems off Medicare and there 
are a number of hospitals for long-term care, and they get excel- 
lent care, and they also are doing the most research on Alzheimer's 
disease than any other hospital in the country. I believe it is in 
California, and they have facilities to do it, and try different medi- 
cations to see if we can help this problem out. 

Mr. Kolbe. Thank you very much. 

Ms. Knowles? 

Ms. Knowles. Congressman, I cannot use the microphone be- 
cause I do not want to talk over there. 
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Mr. Kolbe. OK, just 

Ms. Knowles. But there is one message I want to give you. 
Those that are younger, here, if you do not want to die young, you 
are going to end up joining us— all we ask of you— it looks like we 
are making a lot of demands, but thore is no place else we can go. 
Please, work, and do your best to let us live our last years in digni- 
ty. 

Mr. Kolbe. Thank you, Catherine. I think that is certainly an ob- 
jective and a goal that all can adhere to and one that we can all 
strive to reach. And I want to thank you for that comment. 

Yes, sir? 

Mr. Clark. Alan Clark, of Cochise, AZ. 

I have a statement to be made, but it is contained in the enve- 
lope that I mailed to you. 

Mr. Kolbe. Would you like that contained in the record? 

Mr. Clark. I want to ask this young lady a question. Can you tell 
me what the mechanism that caused the closure of the care facility 
in Sunsachs, AZ? 

Thank you. 

Mr. Kolbe. Thank you for your comments, and your question. I 
wish v* had the answer that you wanted. 

Do ve have any other comments? All right. We will take two 
more. One— then one more if there is one — whoever gets up to the 
microphone first. 

Yes, ma'am? 

STATEMENT OF JO KLINE 

Ms. Kline. I am Jo Kline, private citizen. The question repeated- 
ly asked especially by Mr. McCain was, have you been educating 
the people about this problem? What are you doing to help them? 

I am an educator. It is very difficult to educate people on this. I 
get the material. Who reads it? I do not need it. Why should I read 
it? Or you glance through it. And you do not retain it. 

The young people think they are never going to get old, and they 
are never going to get old and sick. The middle aged people think, 
yeah, maybe I may get old, but I am not going to get sick, and then 
you get a little older— yeah, I am going to get a little older, and I 
might get sick, but Medicare and my personal insurance will take 
care of it. 

The insurance man said, why did not we worry more about pri- 
vate insurance and discuss that. As part of the school system, we 
get to revise our insurance every year about this time, as the 
school system starts. I went down to revise or check my insurance 
and everything went up and one particular insurance company 
went up double of anybody else, and then some. Well, over $140 or 
something like that per month per individual. I asked them how 
come you went up so much, and you are so much more than any- 
body else. "Oh, we revised our statistics. We now separate the 
young from the old. And the older and getting sicker, so we just did 
the statistics for them." What good was having an insurance plan 
that was supposed to balance out everything? 

We made it easier for the young people and a little less expen- 
sive and more for us. So, none of these things solved the problem. 
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If I knew how to educate people— whether it is a child— how can 
you tell one person that you are going to need this math or this 
thing when you get to be 30 or 40, or the next job, and you cannot 
tell people this, either. So, you keep saying, hey, we are not telling 
enough people. I will bet anybody that is here that the reason they 
are here is because they had some personal contact. They either 
work in the field or they had a parent, a brother, a sister, a spouse, 
somebody who was sick and until this happens, you do not realize 
the problems and then it is too doggone late. 

Mr. Kolbe. Let me say, thank you very much to everybody that 
has testified today, to those on our panels to the staff that prepared 
this, to St. Joseph's Hospital for their hospitality, and most of all, 
to the audience who patiently listened to this and gave us their val- 
uable input. 

As I listened to this, I certainly came away with some idea of 
things that we need to do in the future and one of them, is that we 
need to have another hearing on the subject of that continuum, on 
what kind of health care services are going to be provided after dis- 
charge from the hospital. That is clearly, regardless of DRG's, as 
the population ages, going to be a continuing problem and one that 
I think the Congress and our society needs to address. And I hope 
that we will have another hearing on that some time in the near 
future. 

Again, thank you very much for being with us, today. We appre- 
ciate it. 
The hearing is adjourned. 

[Whereupon, at 1:37 p.m., the hearing was adjourned.] 
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